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DEPARTMENT OF CONSUMER AFFAIRS
CALIFORNIA BOARD OF ACCOUNTANCY

MINUTES OF THE
July 16, 2004
BOARD MEETING

The DoubleTree Club Hotel
1515 Hotel Circle South
San Diego, CA 92108
Telephone: (619) 881-6900
Facsimile: (619) 260-0147

Call to Order.

FINAL

President lan B. Thomas called the meeting to order at 8:07 a.m. on Friday,
July 16, 2004, at the DoubleTree Club Hotel in San Diego. The Board broke
for lunch at 12:05 p.m. and reconvened at 1:00 p.m. The Board and ALJ
Adler heard Agenda Item XI.LA. The Board convened into closed session at
1:30 p.m. to deliberate and consider Agenda Item XI.B. The Board
reconvened into open session at 2:05 p.m. and adjourned at 4:02 p.m.

Board Members July 16, 2004

lan B. Thomas, President " 8:07 a.m. to 4:02 p.m.
Renata Sos, Vice President 8:07 a.m. to 12:05 p.m.
Stuart Waldman, Secretary-Treasurer 8:07 a.m. to 4:02 p.m.
Ronald Blanc 8:07 a.m. to 4:02 p.m.
Richard Charney 8:07 a.m. to 4:02 p.m.
Ruben Davila 8:07 a.m. to 4:02 p.m.
Donald Driftmier ’ 8.07 a.m. to 4:02 p.m.
Charles Droftt 8:07 a.m. to 4:02 p.m.
Sally A. Flowers 8:07 a.m. t0 4:.02 p.m.
Sara Heintz 8:07 a.m. t0 4:02 p.m.
Gail Hillebrand 8:07 a.m. to0 4:02 p.m.
Thomas lino Absent

12377



Clifton Johnson 8:07 a.m. to 4:02 p.m. .
Olga Martinez : 8:07 a.m. to 4:02 p.m.
David Swartz 8:07 a.m. to 4:02 p.m.

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General, Board Liaison
Aronna Granick, Legislation/Regulation Analyst

Robert Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program

Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, Renewal and Continuing Cormpetency Analyst
Jeanne Werner, Deputy Attorney General, Board Liaison

Committee Chairs and Members

Nancy Corrigan, Chair, Qualifications Committee
Harish Khanna, Chair, Administrative Committee
Michael Williams, Vice Chair, Qualifications Committee

Other Participants

Kay Carnes, NASBA IQAB Member

Tom Chenowith

David Costello, President & CEO, NASBA

Julie D’Angelo Fellmeth, Center for Public Interest Law (CPIL)

Mike Duffey, Ernst & Young LLP

Gene Erbstoesser, Ernst & Young LLP

Katy Gould, Society of California Accountants (SCA)

Craig Mills, Executive Director, Examinations, AICPA

Wendy Perez, Ernst & Young LLP

Richard Robinson,.Big 4 Accounting Firms

Diane Rubin, NASBA Director-at-Large

Larry Schnitzer, California Society of Accounting and Tax Professionals (CSATP)
Hal Schultz, California Society of Certified Public Accountants (CalCPA)
Jeannie Tindel, California Society of Certified Public Accountants (CalCPA)
Bill Treacy, NASBA IQAB Member

Charlene Zettel, Director, DCA

Board Minutes.

A. Draft Board Minutes of the May 14, 2004, Board Meeting.
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Mr. Waldman reported that SB 1451 by Senator Figueroa also
has to do with privacy protection. It was amended three times
since the May Board meeting. This bill is awaiting a vote on the
Assembly floor. The Board has a WATCH position on this bill.
Mr. Waldman indicated that at the Legislative Committee meeting
yesterday, it was reported that under the provisions of this bill, if
the Board obtains bookkeeping information during an
investigation, the Board would be prevented from using it in an
administrative proceeding. Mr. Waldman additionally reported
that Senator Figueroa’s staff indicated they would be willing to put
a letter in the Assembly Daily Journal indicating this was not their
intent. Also, Mr. Granen suggested statutory language to
address this concern, and this language will be discussed at the
next Legislative Committee meeting.

g. SB 1543 Figueroa — California Board of Accountancy.

Mr. Waldman reported that SB 1543 by Senator Figueroa is the
Board’s sunset bill, and it has been amended to include our
practice privilege proposal, the laws on administrative fines, and
other law changes related to the Enforcement Program. It also
places in statute our regulation on the disclosure of confidential
information, Section 54.1. This bill is scheduled for hearing
before the Assembly Appropriations Committee on August 4,
2004. This bill was amended to clarify that the Board shall permit
notification to be provided electronically. Staff have been working
on assessing the fiscal impact in preparation for the August 4,
2004, hearing.

h. SB 1735 Figueroa and Aanestad — Boards: Department of
Consumer Affairs.

Mr. Waldman reported that SB 1735 by Senators Figueroa and
Aanestad exempt DCA boards from the hiring freeze. This bill
was discussed at the February Board meeting and the Board
adopted a SUPPORT position. SB 1735 is in the Suspense File
in Assembly Appropriations. If this bill passes, it could mean the
return of 4.75 positions to the Board.

4. Positions on Legislation.
a. AB 664 Correa — California Board of Accountancy: Members.
Mr. Waldman reported that when AB 664 by Assembly Member

Correa was discussed at the May Board meeting, it addressed
outsourcing issues and the Board adopted a WATCH position on
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violations for which action was taken against the petitioner’s license,
or to seek legislation to require respondents to reimburse the Board
for all reasonable costs prior to submitting a petition for reinstatement.

Mr. Drott indicated that it was EPOC’s recommendation that the
Board maintain its current policy and add a question to the petition
application asking if reimbursement of costs have been paid, and if
not why. If the petitioner is claiming financial hardship, documentation
would be requested.

It was moved by Mr. Drott, seconded by Mr. Swartz, and
unanimously carried to adopt EPOC’s recommendation.

. Consideration of a Requirement to Make Restitution to Harmed

Consumers Prior to Submitting a Petition for Reinstatement.

Mr. Drott reported that EPOC also considered the issue of requiring
restitution to harmed consumers prior to petitioning for reinstatement
of revoked certificates. The Board's current approach is that
restitution is considered during the petition process as an indicator of
rehabilitation; however, payment of restitution is not required prior to
submitting a petition for reinstatement. Mr. Drott reported that it was
EPOC’s recommendation that the Board continue its current approach
and add a question to the petition application relative to restitution to
third parties.

It was moved by Mr. Drott, seconded by Ms. Hillebrand, and
unanimously carried to adopt EPOC’s recommendation.

. Review of Current Board Policy for Accepting Installment Payments

for Recoverable Costs and Administrative Fines.

No report was given on this item.

F. Practice Privilege Task Force (PPTF) (Formerly the Uniform
Accountancy-Act Task Force — UAA TF.

1.

Minutes of the May 13, 2004, Uniform Accountancy Act Task Force
Meeting.

The minutes of the May 13, 2004, UAA Task Force meeting were
adopted on the Consent Agenda. (See Agenda ltem XI.B.)

2. Report on the July 15, 2004, Practice Privilege Task Force Meeting.
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Ms. Sos reported that the Task Force had been charged with
developing implementing regulations. She noted that since the Task
Force last met, the statutory language had gone into SB 1543.
Hearings were held on June 1, 2004, before the Joint Legislative
Sunset Review Commiittee and June 22, 2004, before the Assembly
Business and Professions Committee. Both hearings went well.

Ms. Sos indicated that the agenda items listed below were
discussed; however, no policy decisions had been made at this
point.

. Practice Privilege Implementation Overview.

a. Update on Legislation.
Ms. Sos reported that the Task Force discussed the progress
and status of SB 1543, now in the Assembly Appropriations
Committee. It will be up for hearing on August 4, 2004.

b. Issues, Meeting Schedule and Time Line for the Development of
Regulations.

Ms. Sos reported that the Task Force discussed the issues, time
frames, and critical steps to having regulations in place by
November 15, 2005.

c. ldentification of Additional Issues for Task Force Consideration.
Ms. Sos indicated that if any Board members or members of the

public had any additional issues for the Task Force’s
consideration, contact either herself or Ms. Sigmann.

. Notification Form — Consideration of How it Should be Handled in

Regulations.

The Task Force’s recommendation will be presented at a future
Board meeting.

. Consideration of Whether There Should be a “Safe Harbor” Period
for Providing Notification to the Board.

This issue will be considered at future Task Force meetings.
. Consideration of Whether the Board Should Accept NASBA's

Designation of States as Substantially Equivalent (Subject to Board
Review) or Develop its own List.
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Ms. Sos reported that agenda items VIII.F.6 & VIII.F.7 were deferred
until the next Task Force meeting. She noted that Ms. Rubin would
be attending the September 9, 2004, meeting and would be providing
information regarding NASBA'’s substantial equivalency
determinations. The Task Force plans to discuss other states’ ethics
requirements.

7. Consideration of Whether the Board Should Accept NASBA’s
Determination of an Individual's Substantial Equivalency or use
Some Other Method for Assessing the Qualification of CPAs from
Non-Substantially Equivalent States.

See Agenda Item VIII.F.6.
8. Consideration of Notice Payment Issues.
These issues will be considered at a future Task Force meeting.

a. If the Individual Does not Pay the Fee or the Check is
Dishonored, Should There be a Limit to the Number of
Subsequent Notifications?

b. May a Notification be Withdrawn Prior to the Expiration of the 30-
Day Payment Period?

IX. Examination Appeals — Personal/Written.
A. Personal Appeal — John Gwynn.

Ms. Franz reported that the Board received Mr. Gwynn’s application to
sit for the exam in February 2004. His supporting educational
documents reflected that only 10 2/3 credits of the required 24
accounting units were met and Mr. Gwynn's application was denied.
The first level appeal was received in April 2004 and reviewed by
management specifically related to the courses that Mr. Gwynn believed
met the accounting requirements. Course descriptions received from
the Stanford University School of Business were reviewed by
management and it was determined that the courses did not satisfy the
accounting requirement as identified in Section 9.2 and first level of
appeal was denied. Ms. Franz indicated that Mr. Gwynn had filed a
second level of appeal and would like to address the Board.

Mr. Gwynn thanked the Board for its time and consideration of his

appeal. He indicated that he believed that many courses get excluded
from the accounting requirement due to staff difficulty in identifying
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‘ - St of CALIFORNIA BOARD OF ACCOUNTANCY
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TELEPHONE: (916) 263-3680
ms FACSIMILE: (916) 263-3675
WEB ADDRESS: http:/iwww.dca.ca.gov/cba

Practice Priviege TF Agenda Item | Board Agenda Item VIil.F.1
July 15, 2004 July 16, 2004
DRAFT

UAA TASK FORCE
MINUTES OF THE MEETING
UAA TASK FORCE
May 13, 2004
The Sheraton Pasadena Hotel
303 E. Cordova Street, Pasadena, CA 91101

CALL TO ORDER

Renata Sos, Chair, called the meeting of the UAA (Uniform Accountancy Act) Task
Force to order at 1:40 p.m. and welcomed the participants. Ms..Sos indicated that to
ensure compliance with the Bagley-Keene Open Meeting Act, when a quorum of the
Board is present at this meeting (eight members of the Board), Board members who are
not serving on the Task Force must attend as observers only.

Present:

Renata Sos, Chair
fan Thomas

Gail Hillebrand
Thomas lino
Harold Schultz
David Walton

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program

Carol Sigmann, Executive Officer

Other Participants

Tom Chenowith

Nancy Corrigan, Chair, Qualifications Committee

Julie D’Angelo Fellmeth, Center for Public Interest Law
Michael Duffey, Ernst and Young LLP

Del Exeter, Society of California Accountants




BI” Gage Senate Business and Profes3|ons Commlttee

Katie Gould, Society of California Agcouritants

David Link, Senate Business and Professions Committee
Richard Roebinson’ Rlchard Robmson ‘and Associates

Jeannie Tlndel California Society of Certified Public Accotintants

Board ! Members Observnng

Clifton Johnson _ -
Richard Chamey
Ruben Davila & :

|. Minutes of the April 8, 2004, Meetrng

Mr. Thomas indicated that he had three correctlons to the mlnutes of the April 9, 2004,
meeting: on page 4, second full paragraph, fourth line, “removed” should be replaced
with “remove”; on page 6, third paragraph, first line, “was” should be deleted}&ard:en . .
page 7, flrst paragraph thrrd hne ‘petition” should be replaced with petrtroner ! Ms

seconded by *M‘ I:Ifl‘ebrand a'nd u anlmously carrled to rapprove the mmutes ofrﬁ
the April 9, 2004, meeting with the:changes. rioted:above:: N

Il. Proposal to Defer Firm Notification. DB, e

Ms. Sos reported that the Task Force had been developing, concurrent with thegegio~7 .- 2.
individual notification process, a proposal for firms to provide notification forimultiplei- :

employees who would be entering California to practice under a practice privil
its April 9, 2004, meeting the Task Force held a lengthy discussion about thi
and considered, in particular, the ability of firms to make representations regardi
employees. The Task Force also discussed some of the enforcement cha|lenges posed

by the firm notification paradigm.

the firm notification proposa| at this times She-was. rtherefore reco'
Task Force defer further consideration of firm notification until a tim
future. She added that the reasons for this recomniendationiare:ouf
2004, memo (Attachment 1). She further indicated that she had.i |nsm C ]
to direct staff to preserve the work that had been completed but to do no add|t|onal work
on the firm notification process. et it
Ms. Sos noted that one reason for her recommendationswas’thatthe. proposvall was T
based on assumptions that were not‘supported by-empirical data. She.suggested Ihatr
further development, if any, of the firm nohflcatlon proposal should wait. untll lndlvrduall

e d e o . -7



notification is implemented and the Board has some real world experience to use in
making a determination whether firm notification is necessary.

Mr. lino expressed support for Ms. Sos’ recommendation and inquired if plans had been
made for data collection. Ms. Crocker indicated that if there are specific questions to be
addressed, they could be incorporated into the notice. Ms. Hillebrand suggested that
firms could also assist in the data collection process. .

After discussion, it was moved by Mr. Thomas, seconded by Ms. Hillebrand, and
unanimously carried to approve Ms. Sos’ recommendation to cease further work
on the firm notification proposal.

Ill. Proposed Statutory Language to Implement Substantial Equivalency in California.
A. Statutory Language Revised at April 9, 2004, Meeting.

Ms. Sos described the materials provided under Agenda ltem Il (Attachment 2). She
noted that the cover memo gives and overview of the principal building blocks that
comprise the practice privileges statutes. Attached to the cover memo are the draft
statutes and a draft notification form which is provided for illustrative purposes only.
She added that the Task Force's objective at this meeting was to come to an
agreement regarding the draft statutes and make a recommendation to the Board.

Ms. Sos then asked Ms. Sigmann to provide an update on the time line for getting the
Board's proposal included in legislation. Ms. Sigmann indicated that the Task Force's
recommendations will be acted on by the Board at its May 14, 2004, meeting. Then the
‘practice privileges proposal and other sunset review recommendations will be
considered at a hearing before the Joint Legislative Sunset Review Committee
(JLSRC) on June 1, 2004. Ms. Sigmann noted that Mr. Thomas and Ms. Sos planned
to testify at the hearing. Following that hearing, it is anticipated that the JLSRC will
meet again the following week to vote on the proposal. Statutory language to
implement the JLSRC’s recommendations will be amended into legislation around June
15, 2004, and will be considered by the Assembly Business and Professions
Committee on June 22, 2004.

Before the Task Force began discussing the draft statutes, Ms. Sos reported that
earlier that day she, Ms. D’Angelo Felimeth, and Mr. Robinson had been discussing the
notification process and the issue of at what point in time must notification occur vis a
vis when the licensee actually starts practicing in California. Ms. Sos noted that the
Task Force previously had considered the timing of notification and how it might
operate for large firms, and the Task Force had decided to require immediate
notification. She added that, now that firm notification is not going forward, it may be
useful to consider whether there should be a grace period, in particular when the
licensees are partners or employees of registered firms:



perlod He commented thatthe‘intent Would* be for e\)eryone to prowde‘notlﬂcatlon
when enterlng the state ’However h|s cllle\ntsﬁ the “Big F_our accounting firms, are

Granen which would provide such a safe‘harbor périod or»p‘:""‘ xeem'ployeesxof‘
registered firms, He noted that the Board aIready has a regulatory hammer as lt
reglilates the firm. -He-added thatiting
made under penadlty of perjury and would be effectlve when the out of—state I_lcense. i
commences practice in California, even though the notice cOUId be given later:: He’é T

not prepared to make a decision-at’ thrs trme She noted that it was antlcrpa ed’ that~~*-“ -

filing the notification itself would be very simple, and could be done very quickly on-line.

Further a grace perlod for paying the fee had already been approved by the Tasko«
. wd 2

oncern that |t |f the Board perm "‘the notlce to be flle“ aﬁer‘ﬁ

n ‘ g : 6
needs to determlne if the: statutoryg ge: 'needs to'bé revised to allo *for al grac
period to be established by regulatlon After: dlscussmn, it'was moved by Mriu«
Walton, seconded by Ms. Sos, -and-carried (5-“ayes” 1.“no”)to make the: . .
following revisions to Section 5096 to aliow for the adoption of a-safe’ harbor
period by regulation: Make the second sentence of 5096(c)(2) a new subdlwsmn
(d) and begln it with the words “Except as otherwise prowded by this Articlesoriaf
by Board - regulation...” Also, re-letter the subsequent proVIsmns in Section iias
5096, and at the end of new subdivision (f) insert “unless a shorter period is:set
by Board regulation.” Ms. Sos commented that the subject of a ‘saferharbor.period: 2.
will be on the agenda for dlscussmn at the next meetlng :

TheTask Force then dlscussed the remaining provisions’ifi proposed Artrcle 5
During the discussion of the sunset date; it was suggested-that the date should be " »=
changed from 2010 to 2011 so that there would be three full years:of data on:practice:
privileges before the Board’s next sunset review report is due. It was moved by Mr.




Thomas, seconded by Ms. Hillebrand, and unanimously carried to approve this
date change.

In addition to the changes noted above, the Task Force also made following revisions
to Article 5.1:

In Section 5096(a)(2), change “had” to “has”;
in Section 5096(g)(2)(C), change “tendency” to “pendency”;
in Section 5096(g)(2)(D), after the semicolon, insert “or”;
.in Section 5096.4(c)(2), after the semicolon add “and”;
in Section 5096.4(c)(3), at the end of the paragraph, delete the semicolon and
insert a period, '
in Section 5096.4(d), delete “that” and capitalize “The”;
in Section 5096.4(g), insert at the end of the sentence “, unless a shorter period
is set by Board regulation”; and
> in Section 5096.7(b), capitalize “Any” at the beginning of the sentence.

VV VVVVY

Ms. Hillebrand observed that one of the reasons there were so few revisions is that
extensive work had already been done on the language. It was then moved by Mr.
Schultz, seconded by Mr. Thomas, and unanimously carried to recommend Board
approval of the language in proposed Article 5.1 with the revisions noted above.

The Task Force then considered amendments to the Board’s current statutes for
consistency with Article 5.1. After discussion, it was moved by Mr. Thomas,
seconded by Mr. lino, and unanimously carried to insert at the end of Section
5134(i) the following sentence: “This subdivision shall become operative on
January 1, 2006.”

It was then moved by Mr. Schultz, seconded by Mr. Walton, and unanimously
carried to recommend Board approval of the amendments to the Board’s current
statutes for consistency with Article 5.1, with the revision noted above.

B. Revisions to Section 5088

Ms. Sos noted that the revisions to Section 5088 were provided near the end of the last
meeting when there was insufficient time to discuss them. The purpose of revising
Section 5088 is to bring out-of-state licensees applying for a California license under
the practice privileges umbrella and to enhance the Board's options for regulating and
disciplining these individuals.

After discussion, it was moved by Ms. Sos, seconded by Ms. Hillebrand and
unanimously carried to recommend Board approval of the amendments to
Section 5088 with the following revision: after “practice privilege” insert “during
the period that the application is pending”; and at the end of the section insert.a
new subdivision (b) that reads “This section shall become operative on January
1, 2006.”
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Ms. Sos acknowledged the outstanding work of Mr Granen in drafting the statutory CE
language and Ms. Hillebrand in editing the language. In addition Ms. Sos

acknowledged the contributions of Board staff, Mr. Duffey, Mr..Robinson, Ms. D’Angelo
Fellmeth, and Ms. Tindel. Mr. Thomas, on behalf of the Board, thanked the Task Force
for its dedication and excellent work.

C. Internet Practice. I | Bk S Tal Ty

Ms. Sos noted that this issue of Internet practice:and thé:issue.of exémiptions from
notification:wére.hot-considered by the Task:Force-because it was determined that
these issues relate to broader concerns that implicate the definition of the practice of
public accountancy and related enforcementiissues... Therefore; 'she is.recommending
thatthiese issues bereferred:tothe Enforcement Program : C'omm|ttee for
further discussion.

o oy . N Sr e e s g B e ~ Yo { o 3 . .
WA WL M IR G €y U ¥ I e Th S

D. Exemptions from Notification.

s I >

observed a numb ;,of‘ states

e ; I
process with the degree of transparency, study, and anaIyS|s that the Tas I
demonstrated He thanked the Task Force members for an excellent process and

product ;

Ms. Sos noted that the statutes provide for an effective date ef.danuary .1, 2006;.and. .
|mplement|ng regulahons need to be in place by that tlme She added that to meet that
I he Task Force ‘

There belng no further busmess the meetlng was adjourned a,t,@




Stz California
Dapartieht of Consumer Affairs Attachment 1

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

From

Subject :

UAA TF Agenda ltem li Board Agenda Iltem VII..G.5
May 13, 2004 May 14, 2004
UAA Task Force Date : April 15, 2004

Interested Parties
Telephone : (916) 263-3981

Facsimile : (916) 263-3674
E-mail

Renata Sos, Chair
UAA Task Force:

RECOMMENDATION THAT THE UAA TASK FORCE CEASE FURTHER WORK
ON THE FIRM NOTIFICATION PROPOSAL

As you know, the UAA Task Force has been developing an innovative process -
and drafting corresponding statutes — under which individuals employed by firms
could enter California under “substantial equivalency” through notice provided to the
Board by the firm rather than by the individual. As conceived, the firm notification
process would have served as an alternative to individual notification. At its April 9'"
meeting, the Task Force discussed a number of issues, including verification and
enforcement problems, raised by the firm notification process as currently
configured. On that score, the Task Force benefited greatly from the comments
and insights of a number of meeting participants, including in particular those of
Julie D’Angelo Fellmeth and Greg Newington.

Based on the discussions at that and prior Task Force meetings, and comments
provided by interested parties throughout the Task Force's work, | am
recommending that the Task Force defer, until further direction from the Board, the
guestion of whether and, if so, how to implement a firm notification process. Under
this proposal, mindful of the tight legislative timeline under which we are operating,
the Task Force going forward would focus its efforts on completing its
recommendations to the Board on May 14" on draft statutes for the individual
notification process. Accordingly, | have directed Carol Sigmann to have staff
cease any and all work on the proposed firm notification process, save for preparing
the minutes of the last Task Force meeting, excising references to firm notification
from the draft statutes, and preserving the work of the Task Force and interested
parties on firm notification should the issue be revisited in the future. As the agenda
for the upcoming May 14™ meeting will reflect, the deferral of the firm notification
issue will be put to the Task Force for a vote after an opportunity for public
comment.



While there may be-apoint.at which a firm notification process mefits flirther
consideration,I"do net;believe that the time is now. There are a number of
significant unanswered questions regarding, among other things, the scope and
content of representations made by the firms in the context of blanket notification
and the resultant implications for this Board’s enforcement efforts. Thus, the firm
notification proposal, at a minimum, requires extensive additional thought, analysis
and refinement. Moreover, | believe that any further consideratiofi would beneﬂt
from the real-world experience of implementing an individual notification' systeri and
collecting data on such things as the number of notices received from individuals
employed by firms and-therattendant costs-and;burdens of. progessing, verifi ‘_a‘t{lorg
and enforcement. sl e B

Finally, my recommendation is in no way intended to minimize the efforts of Task
Force members and of Michael Granen, Michael Duffey and Carol Slgmann and her
staff all.of whom contributed significant-time and energy:to th

pr@posal My heartfelt:thanks fo all. of ycau,\and 4 for

on the tasksstlll at hand: -« o e e

S
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JAUAA\Cease Firm Notlification Memo.doc



. State of California
Department of Consumer Affairs

Memorandum

California Board of Accountancy
Attachment 2 2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

UAA TF Agenda item lil Board Agenda Item VIIL.G.5
May 13, 2004 May 14, 2004
To UAA Task Force Members Date : May 3, 2004
Board Members
Telephone : (916) 263-3981
Facsimile : (916) 263-3674
From Renata M. Sos, Chair
UAA Task Force
Subject:  Draft Statutes Implementing Practice Privileges in the State of California

Under current California law, an out-of-state practitioner who is not licensed in this
state may temporarily practice in California (without the knowledge of and outside
the disciplinary authority of this Board), so long as the practice is incidental to the
individual's regular practice. Neither “temporary” nor “incidental” is defined in
statute or regulation; thus, the determination is left to the subjective judgment of the
practitioner. Whiie it is impossible to quantify the number of practitioners who enter
California under this provision, this Board and the UAA Task Force have received
extensive anecdotal evidence that lawful “incidental practice” is commonplace.
indeed, as the attached letter from Moss-Adams LLP (a sizable Pacific Northwest
CPA firm) indicates, firms currently are using the “temporary practice” provision as a
way — lawfully, but without regulation by this Board -- to “involve partners from other
offices or firms located in other states to properly complete engagements.” (See
Attachment C.)

We can reasonably expect that the influx of out-of-state CPAs under the existing
“incidental practice” provision will, at a minimum, continue at current levels, if not
increase. As discussed at our iast Board meeting, Sarbanes-Oxley mandated
partner rotation will begin as early as the end of 2004, thus potentially increasing
significantly the number of out-of-state CPAs seeking to practice temporarily in
California. :

It is against this backdrop that the UAA Task. Force, at the Board’s direction, has
developed recommendations for a process under which out-of-state licensees, who
otherwise could and would lawfully practice in California under the “temporary
practice” statute, would instead provide to the Board written notice of their presence
and subject themselves to the full breadth of the Board’s disciplinary jurisdiction.
Toward that end, the Task Force has been guided by the principles of maximizing
consumer protection, maximizing licensee compliance, maximizing enforcement
and disciplinary authority, and minimizing administrative burden on our able, but
overextended staff.



UAA Task Force Members
Page2

After multiple meetmgs thorough study and deliberation, and extensive input and- -
comment from mem_bers of the profession, Board staff, Michael Grarién ‘ofthe '
Californ n‘i ‘ General §"office, and Julie D'Angelo Fellmeth of the Center for
Public Intérést Law, the Task Force has drafted, for the Board'’s consideration,
statutes (Attachment A) that create a framework under which out-of-state CPAs
may practice temporarily and incidentally in this state under a “practice privilege”
that is fully under the regulatory and enforcement umbrella of this Board. The
essential elements of this proposed framework are as follows: "™

1. The practice privilege-is intended for out-of-state individuals who are not
otherwise required fo.obfain.a license in California, (See Section 5096, Attachment
A.) In other words, the practice privilsge’is hot & licensé itis nota: sUbsHtitE foF &
license; it is not an alternative “pathway” to licensure; and it does not include all the
rights and benefits that are accorded California licensees.

equrvalent or (b) have pract|ced publrc accountancy under a valld hcense forfour of
the lastten years; (3) must promise to follow California’s laws and this Board s

fac|I|tate cross border movement of quallfled mdrvrdua!s avord undue admlnr‘
Burdens on 6uf staff, and enhance’ consumer protectron by ¢ grvrng thils-Board swrft
enforcement authorrt; SIS

klaw i e



UAA Task Force Members
May 3, 2004
Page 3

5. The practice privilege is temporary — it expires after one year. An out-of-state
licensee must re-notify the Board on an annual basis and demonstrate continued
eligibility for and compliance with the requirements for a practice privilege. (Section
5096(e).)

6. An individual may not sign an attest report pursuant to a practice privilege unless
the individual meets California’s experience requirements for signing attest reports
and satisfies any other conditions that this Board might impose by regulation.
(Section 5096.5.) The Task Force believes that this proposed provision enhances
consumer protection, is fair to California licensees, and does not create an
impediment to cross-border movement of qualified individuals who wish to sign
attest reports. '

7. The proposed statutes would repeal the current temporary practice provision
{Section 5050) on January 1, 2006 — at which point the practice privilege would be
fully available. Consequently, all out-of-state CPAs who wished to practice in
California would be required either to obtain. a license or a practice privilege,
depending on the facts and circumstances of their practice. Thus, as of January 1,
2006, out-of-state licensees could no longer practice in California without
notification or application to this Board.

8. This is proposed as a pilot program, subject to an anticipated Sunset Date of
January 1, 2010, by which point this Board and the Legislature — based on an
assessment of the consumer protection benefits and administrative costs of the
practice privilege process -- will determine whether the program merits extension.

While the draft statutes provide the framework for the practice privilege, the details
of process implementation are left to regulation. Toward that end, the Task Force
‘has throughout its deliberations identified issues to be covered by regulation.
Simultaneously, the Task Force has created a proposed form, which would be used
by individuals to notify the Board and demonstrate eligibility for a privilege to
practice. That draft form is provided as Attachment B and, should the Board decide
to proceed with the practice privilege concept, would be refined and augmented
during the process of drafting regulations.

Attachments



Attachment A
CALIFORNIA ACCOUNTANCY ACT

Amendments to Establish Practice Privileges

Article 5.1 is added to the Accountancy Act as follows:

ARTICLE 5.1
PRACTICE PRIVILEGES

Section 5096-Practice Privileges

(@) An individual whose principal place of business is not in this state and who
has a valid and current license, certificate or permit to practice public accountancy from
another state may, subject to the conditions and limitations in this Article, engage in the
practice of public accountancy in this state under a practice privilege without obtaining a
certificate or license under this chapter if the individuatl: ‘

(1) has continually practiced public accountancy as a certified public
accountant under a valid license issued by any state for at least four of the last ten
years; or

(2) has alicense, certificate, or permit from a state which had been
determined by the board to have education, examination, and experience qualifications
for licensure substantially equivalent to this state’s qualifications under Section 5093; or

(3) possesses education, examination, and experience qualifications for
licensure which have been determined by the board to be substantially equivalent to this
state’s qualifications under Section 5093.

Comment: Section 5096 sefs out the basic requirements for an CPA
licensed in another state, who otherwise wouid not be required to obtain a
California license, to practice public accountancy in California under a
practice privilege. Subdivision (a) describes the requirements that must
be met for an individual to qualify for a practice privilege. The individual
must hold a valid and current license in another state and must not have
his or her principal place of business in California. In addition, the
individual’s professional qualifications must meet one on the requirements
in paragraphs (1), (2) or (3) of subdivision (a).

Paragraph (1) of subdivision (a) would qualify an individual for a practice
privilege if he or she has been practicing as a CPA for four of the last ten
years. This “four of ten” rule is already included in Sections 12 and 12.5 of
the Board's Regulations to assess the qualifying experience of out-of-state
' CPAs applying for a California licensure. NASBA’s March 2004 Exposure
Draft (before the Board at its May 14, 2004 meeting) proposes
incorporating this standard into the Uniform Accountancy Act Rules for
practice privileges. The adoption of the “four of ten” rule by other states
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(c) To obtain a practice privilege under this Section, an individual who meets the
requirements of Subsection (a), must do the following:
(1) in the manner prescribed by board regulation, notify the board of the
individual's intent to practice; and
(2) pay a fee as provided in Article 8 (commencing with Section 5130).
The practice privilege commences when the individual notifies the board, provided the
fee is received by the board within 30 days of that date.

Comment: Subdivision (c), gives the Board authority to establish the
notification process and set a fee by regulation. The UAA Task Force
envisions an on-line, interactive form which will speed and simplify the
process of providing nofification. However, because of the challenges
involved in being able to accept credit card payments, fees will have tfo be
sent separately by check. While the notice could take effect inmediately,
a thirty day period is allowed for the Board fo receive the fee. If the fee is
not received within the 30 day time period, it will the same as if the
licensee never held the practice privilege. This provision is intended to
address a situation in which the licensee gives notice, but fails to submit
the fee. :

(d) An individual who holds a practice privilege under this Article:

(1) is subject to the personal and subject matter jurisdiction and
disciplinary authority of the board and the courts of this state;

(2) shall comply with the provisions of this chapter, board regulations, and
other laws, regulations, and professional standards applicable to the practice of public
accountancy by the licensees of this state and to any other laws and regulations
applicable to individuals practicing under practice privileges in this state, except such
individual is deemed, solely for the purpose of this Article, to have met the continuing
education requirements and ethics examination requirements of this state when such
individual has met the examination and continuing education requirements of the state
in which the individual holds the valid license, certificate or permit on which the
substantial equivalency is based;

(3) shall not provide public accountancy services in this state from any
office located in this state, except as an employee of a firm registered in this state. This
subsection does not apply to public accountancy services provided to a client at the
client's place of business or residence;

(4) is deemed to have appointed the regulatory agency of the state that
issued the individual's certificate, license, or permit upon which substantial equivalency
is based as the individual's agent on whom notices, subpoenas or other process may be
served in any action or proceeding by the board against the individual; and

(5) shall cooperate with any board investigation or inquiry and shall timely

respond to a board investigation, inquiry, request, notice, demand or subpoena for
information or documents and timely provide to the board the identified information and
documents.
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Company Accounting Oversight Board, involving the professional conduct of the
individual;

(D) any judgment or arbitration award against the individual
involving the professional conduct of the individual in the amount of $30,000 or
greater;

(E) such other conditions as specified by the board in regulation.

(3) The Board may adopt regulations exempting specified minor
occurrences of the conditions listed in paragraph (2)(B) from being disqualifying
conditions under this subdivision.

Comment: Subdivision (f) sets out disqualifying conditions. These conditions do
not result in automatic disapproval, but would require the Board’s review and
approval before practice under the practice privilege could commence. The
procedures for denial of a practice privilege are in Section 5096.2. This section
also permits the Board to add to the disqualifying conditions and to exempt from
paragraph (2)(B) specified minor infractions (for example, late payment of
licensing fees that later was corrected).

Section 5096.1 (formerly Section 5096.3) — Practice Without Notice
(a) Any individual, not a licensee of this state, who is engaged in any act which

is the practice of public accountancy in this state, and who has not given notice of intent
to practice under practice privileges and paid the fee required pursuant to the provisions
of this Article, and who has a license, certificate or other authority to engage in the
practice of public accountancy in any other state, regardiess of whether active, inactive,
suspended, or subject to renewal on payment of a fee or completion of an educational
or ethics requirement, is:

(1) deemed to be practicing public accountancy unlawfully in this state;

(2) subject to the personal and subject matter jurisdiction and disciplinary
-authority of the board and the courts of this state to the same extent as a holder of a
valid practice privilege; and

(3) deemed to have appointed the regulatory agency of the state that
issued the individual's certificate or license as the individual's agent on whom notice,
subpoenas or other process may be served in any action or proceeding by the board
against the individual.

(b) The board may prospectively deny a practice privilege to any individual who
has violated. this section or impiementing regulations or committed any act which would
be grounds for discipline against the holder of a practice privilege.

Comment: This section brings under the “practice privilege umbrella” licensees
of.other states who practice in California without giving notice and paying the
required fee. This section allows the Board to apply the disciplinary provisions
related to practice privileges set out in Section 5096.3 to these individuals, rather
than relying on provisions refated to unlicensed practice which generally involve
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Section 5096.3 (formerly 5096.5) - Discipline of Practice Privileges

(a) Practice privileges are subject to revocation, suspension, fine or other
disciplinary sanctions for any conduct which would be grounds for discipline against a
licensee of the board or for any conduct in violation of this Article or regulations
implementing this Article.

(b) Practice privileges are subject to discipline during any time period in which
they are valid, under administrative suspension, or expired.

(c) The board may recover its costs pursuant to Section 5107 as part of any
disciplinary proceeding against the holder of a practice privilege.

(d) Anindividual whose practice privilege has been revoked may apply for a new
practice privilege not less than one year after the effective date of the board’s decision
revoking the individual's practice privilege unless a longer time period, not to exceed
three years, is specified in board’s decision revoking the practice privilege.

(e) The provisions of the Administrative Procedure Act including, but not limited
to, the commencement of a disciplinary proceeding by the filing of an accusation by the
Board shall apply under this Article.

Comment: This section describes the procedure for disciplining the holder
of a practice privilege for any bad act — including misrepresentations on
the notification form itself — that occurs at notification and during the time
when the practice privileges are held. (This procedure is not to be
confused with the administrative suspension provision below which gives
the Board the authority to suspend a privilege without notice or hearing.)
The procedure is essentially the same as the procedure for disciplining a
licensee. The Board’s disciplinary action can be communicated to the
state board in the licensee’s home state which may use this information to
initiate further discipline.

Section 5096. 4 (formerly 5096.6) - Administrative Suspension

(@) The right of an individual to practice in this state under a practice privilege
may be administratively suspended at any time by an order issued by the board or its
executive officer, without prior notice or hearing, for the purpose of conducting a
disciplinary investigation, proceeding, or inquiry concerning the representations made ir
the notice, the individual's competence or qualifications to practice under practice
privileges, failure to timely respond to a board inquiry or request for information or
documents, or under other conditions and circumstances provided for by board
regulation.
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Board approval to be effective). Administrative suspension is not
governed by the Administrative Procedure Act, although any appeal
hearing, should the individual choose to pursue one, would be.

Section 5096.5 (formerly 5096.7) - Signing Attest Reports

Notwithstanding any other provision of this Article, an individual may not sign any
attest report pursuant to a practice privilege unless the individual meets the experience
requirements of Section 5095 and completes any continuing education or other
conditions required by the board regulations implementing this article.

Comment: This section is intended to ensure that holders of practice
privileges meet basically the same requirements as California licensees in
order to sign attest reports. This section also authorizes the Board to
adopt regulations specifying CE requirements for practice privilege holders
who sign attest reports. The opening provision “Notwithstanding any other
provision of this Article” is infended to avoid a potential conflict between
the authorization to adopt CE requirements in this section and the CE
requirements referenced by Section 5096, subdivision (d) paragraph (2).

Section 5096.6 (formerly 5096.9) Delegation of Authority, Executive Officer

In addition to the authority otherwise provided for by this Code, the board may
delegate to the executive officer the authority to issue any notice or order provided for in
this Article and to act on behalf of the board, including, but not limited to issuing a notice
of denial of a practice privilege and an interim suspension order, subject to the right of
the individual to timely appeal and request a hearing as provided for in this Article.

Comment: This section provides for the delegation of authority to the
executive officer to act on behalf of the Board in actions related to practice
privileges.

Section 5096.7 (formerly 5096.10) - Definitions
Except as otherwise provided in this Article the following definitions apply:

(a) Anywhere the term “license,” “licensee,” “permit” or “certificate” is used in this
chapter or Division 1.5 of this Code it shall include persons holding practice privileges
under this Article, unless otherwise inconsistent with the provisions of the Article.

(b) any notice of practice privileges under this Article and supporting documents
is deemed an application for licensure for purposes of the provisions of this Code,
including, but not limited to, the provisions of this chapter and the provisions of Division
1.5 related to the denial, suspension and revocation of licenses.
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This Article shall become operative on January 1, 2006. It shall remain in effect only
until January 1, 2010, and as of that date is repealed, unless a later enacted statute,
which becomes effective on or before January 1, 2010, deletes or extends that date.

Comment: The 2006 implementation date is intended to give the Board
time after enactment of the statutes to adopt implementing regulations.
The 2010 sunset date would give the Board time to implement and collect
data on the pilot program before the program is evaluated by the
Legislature.

AMENDMENTS NOT PART OF ARTICLE 5.1

Amend Section 5050:

Section 5050. Practice Without Permit: Temporary Practice, Out-of-State
Licensee. (Operative until January 1, 2008.)

No person shall engage in the practice of public accountancy in this State unless such
person is the holder of a valid permit to practice public accountancy issued by the
board; provided, however, that nothing in this chapter shall prohibit a certified public
accountant or a public accountant of another state, or any accountant of a foreign
country lawfully practicing therein, from temporarily practicing in this State on
professional business incident to his regular practice in another state or country. This
section shall remain operative until January 1. 2006, and as of that date is repealed.

Section 5050. Practice Without Permit: Temporary Practice, Out-of-State
Licensee. (Operative on and after January 1, 2006.)

No person shall engage in the practice of public accountancy in this State unless such
person is the holder of a valid permit to practice public accountancy issued by the board
ora holder of a practice pnvnleqe pursuant to Artlcle 5.1. —p;ewéed—heweve%—tha%

W«methepséate—ewelm Thls Sectlon shall become opera’uve on Januarv 1,

2006.

Comment: This would revise this section to permit practice privilege
holders to practice in this state and to eliminate the current temporary
practice provision. It includes a January 1, 20086, effective date fo be
consistent with the effective date of Article 5.1 — that is, it allows
temporary practice until such time as the practice privilege concept is fully
implemented. At that point, temporary practice would be repealed thus
preventing anyone from practicing in the state without nofice to the Board.

11
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(c) Dishonesty, fraud, gross negligence, or repeated negligent acts committed in the
same or different engagements, for the same or different clients, or any combination of
engagements or clients, each resulting in a violation of applicable professional
standards that indicate a lack of competency in the practice of public accountancy orin
the performance of the bookkeeping operations described in Section 5052.

(d) Cancellation, revocation, or suspension of a certificate or other authority to
practice as a certified public accountant or a public accountant, refusal to renew the
certificate or other authority to practice as a certified public accountant or a public
accountant, or any other discipline by any other state or foreign country.

(e) Violation of Section 5097.

(f) Violation of Section 5120.

(g) Willful violation of this chapter or any rule or regulation promulgated by the board
under the authority granted under this chapter.

(h) Suspension or revocation of the right to practice before any governmental body or
agency.

(i) Fiscal dishonesty or breach of fiduciary responsibility of any kind.

(i) Knowing preparation, publication, or dissemination of false, fraudulent, or materially
misleading financial statements, reports, or information.

(k) Embezzlement, theft, misappropriation of funds or property, or obtaining money,
property, or other valuable consideration by fraudulent means or false pretenses.

(I) The imposition of any discipline, penalty, or sanction on a registered public
-accounting firm or any associated person of such firm, or both, or on any other holder of
a permit, certificate, license, or other authority to practice in this state, by the Public
Company Accounting Oversight Board or the United States Securities and Exchange
Commission, or their designees under the Sarbanes-Oxley Act of 2002 or other federal
legislation.

(m) Unlawfully-engaging in the practice of public accountancy in_another state.

Comment: This revision would enable the Board to discipline a California
license for an action committed while practicing under a practice privilege
in another state.

Amend Section 5109:

Section 5109 Jurisdiction Over Expired, Cancelied, Forfeited, Suspended, or
Surrendered License.

The expiration, cancellation, forfeiture, or suspension of a license, practice privilege, or
other authority to practice public accountancy by operation of law or by order or decision
of the board or a court of law, or the voluntary surrender of a license by a licensee shall
not deprive the board of jurisdiction to commence or to proceed with any investigation of
or action or disciplinary proceeding against the licensee, or to render a decision
suspending or revoking the license.

13
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Amend. Sect|on 51 34
Section 5134 Fees ' - ‘.
The amount of fees prescrlbed by this chapter is as follows

(a):The fee'to.be charged to each applicant for the certified public.accountant
examination shall be fixed by the board at an.amount to equal the actualcost to.the: -
board.cf the purchase or devélgpraent of the examination, plus. the estimated costdo the
board of administering the examination and shall not exceed six hundred dollars i
($6800). The board may.charge a réexamin. ition fee-equal to the act
boérd of the:purchase or development of the examination-or:any of i
plus the estimated cost to the board of ; admlnlsterlng the-examination a
seventy-ﬁve dollars ($75) for: each part that IS subject to reexamlnatlon

estimated admlnlstratlve*cost to thetvvboard“of processing and lssumg  the certlﬂcate and
shall not exceed two hundred ﬂfty dollars ($250)

EANTg

(el The appllcatlon fee: to be charged to ‘eachsappllcant\.for iss
public accountant certificate by waiver of examination shall be fixed & he board at an
amount equal to the estimated administrative cost to the board of processing and
issuing the certificate and shall not exceed two hundred fifty dollars
($250).

(e) The fee:to:be charged:ic 3
professional corporatlon shall be llxed by the board at an amount equal to the estl u;_*; ted:
admlnlstratlve cost to the board of processung and i lssulng the registration and shall not

-~($25@) .

amoun f-rom revenue. other than that generated by subdlwsuons (a) to _,(e),JnCIUSIve the,
reserve balancesin.theboard! s-contingent fund. shaII be lequal to approximately-
months of annual authorized expenditures. Any i lncrease in the renewal fee made after
July 1, 1990, shall be effective upon a determination by the board; by regulatlon

14



adopted pursuant to subdivision (k), that additional moneys are required to fund
authorized expenditures other than those specified in subdivisions (a) to (e), inclusive,
and maintain the board's contingent fund reserve balance equal to six months of
estimated annual authorized expenditures in the fiscal year in which the expenditures
will occur. The biennial fee for the renewal of each of the permits to engage in the
practice of public accountancy specified in Section 5070 shall not exceed two hundred
fifty dollars ($250).

(9) The delinquency fee shall be 50 percent of the accrued renewal fee.

(h) The initial permit fee is an amount equal to the renewal fee in effect on the last
regular renewal date before the date on which the permit is issued, except that, if the
permit is issued one year or less before it will expire, then the initial permit fee is an
amount equal to 50 percent of the renewal fee in effect on the last regular renewal date
before the date on which the permit is issued. The board may, by regulation, provide for
the waiver or refund of the initial permit fee where the permit is issued less than 45 days
before the date on which it will expire.

(i) The annual fee to be charged an individual for a practice privilege pursuant to
Section 5096 shall be fixed by the Board at an amount not to exceed 50 percent of the
biennial renewal fee provided for in subdivision (f).

£ () The fee to be charged for the certification of documents evidencing passage of
the certified public accountant examination, the certification of documents evidencing
' the grades received on the certified public accountant examination, or the certification of
documents evidencing licensure shall be twenty-five dollars ($25).

$(k)The actual and estimated costs referred to in this section shall be calculated
every two years using a survey of all costs attributable to the applicable subdivision.

& () Upon the effective date of this section the board shall fix the fees in accordance
with the limits of this section and, on and after July 1, 1990, any increase in any fee
fixed by the board shall be pursuant to regulation duly adopted by the board in
accordance with the limits of this section.

& (m) Fees collected pursuant to subdivisions (a) to (e) inclusive, shall be fixed by the
board in amounts necessary to recover the actual costs of providing the service for
which the fee is assessed, as projected for the fiscal year commencing on the date the
fees become effective.

Comment: This revision permits the Board fo charge a fee for practice
privileges. The Task Force concluded that the fee should be the same, on an
annual basis, as the renewal fee to be equitable to California licensees, fo
adequately fund the Board’s Enforcement Program, and to provide for
consistency with the fees charged by most other jurisdictions.
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STATE_OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

; State of CALIFORNIA BOARD OF ACCOUNTANCY
Callomia 2000 EVERGREEN STREET, SUITE 250
Departmert SACRAMENTO, CA 95815-3832

Consumer TELEPHONE: (916) 263-3680

A ﬁﬁil‘S FACSIMILE: (916) 263-3675
WEB ADDRESS: http:/iwww.dca.ca.govicba

Attachment B

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA
BUSINESS AND PROFESSIONS CODE SECTION XXXX:

Name:

Prior Names:

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number (business hoLlrs):

Fax Number (business hours):

E-Mail: : L
(To facilitate contact in the event of a problem processing your application)

Date Of Birth:

Social Security Number:

In connection with this privilege to practice, | wish to be able to sign a report on an attest
engagement. [ ] Yes ] No

QUALIFICATION REQUIREMENTS: | qualify for a privilege to practice public accounting in
California because:

1. | am an individual.
2. My principal place of business is not in California and | do not have an office in
California other than through a firm that is registered in California and of which | am

an employee.

3. | have a valid license 1o pfactice public accounting in the state/jurisdiction of my
principal place of business.

State/Jurisdiction: License Number: Date Issued:
4. a. The state/jurisdiction identified in item 3 above is deemed substantially equivalent

by the Cailifornia Board of Accountancy (see Appendix 1 for list of substantially
equivalent states); OR



b. My individual qualificatiofi
equivalent (NASBA file no.

ER AN

1 undErstand that | may sign a report on an attest engagement under:

practice only if | meet California’s requirements to sign attest reports.

L HE

at http //WWW §ole; ca.\g 7 8 he.ir
(acce55|ble af http://www.dca.ca. gov/cba/regs htm)

| consent to the personal and subject matter jurisdiction of the California Board of the

Acceuntancy-(€BA)-including, but not limited to, the following:

a. To suspend or revoke, without prior notice or hearing and in the sole discretion
of the CBA-or its representatives, the privilege to practice public.accouritifigs?’

b. To impose discipline for any violation of the California Accountancy Act or
regulations thereunder and recover costs for investigation.and prosecutidiiarid -

c. To provide information relating to a practice privilege and/or refer any additional
and further discipline to the board of accountancy of any other state and/or the
SEC,-PCAOB or other.relevant.regulatory authorities.

| agree to respond fully and completely to all inquiries by the CBA.relating to my- "
California practice privilege.

. S ST N S
| consent to the authority of the CBA to verify the accuracy and truthfulness of the
information.provided in this notification. _ | consent to the release of all xg_formatlon als
relevant to theiCBA'S.inquiries mow:orni ture by s geft N ongleegn B
a. Contacting other states;
b. Contacting the SEC, PCAOB or any other federal agency before which:l-ame ¢

authorized to practice; and

c. Contacting NASBA. P R

Srar: submlttlng this form to the:CBA; at“@rnbeforerthetlme work begms underthls -
practice privilege. <ia , armar g

11zdntheeventthat any ofithe information it this.notice:changes;iliwilly prowde the:@BA: 1oy

pu.g AL

written notice of any such change within 30 days of its occurrence.

12. | am concurrently submitting the fee of $100.00.

ADDITlONA

’*’/(" g W R e et R G w et o o e Y BT O @ et

INF.NMATION e apter a

it

In addltlon to the state of my principal piace of business, | am also authorized ft@, practlce in the

following states or jurisdictions.

ar - Y @iher Qe .

State/Jurisdiction: License Number: o SAUROEEYE S 2o
Other

State/Jurisdiction: : License-Number;. , Authority: . = ¢




Please check any of the items below that apply. For any checked items in (1)-(4), you must
provide additional information as requested in Attachment X and you are not authorized to
practice in California unless and until you receive notice from the California Board of
Accountancy that the privilege has been granted.

D 1. | have been convicted of a crime otherthan a minor traffic violation.

] 2. | have had a license, registration, permit or authority to practice surrendered, denied,
suspended, revoked, put on probationary status or otherwise limited.

] 3. 1 am currently the subject of an investigation, inquiry or proceeding by or before a
state, federal, or local court or agency (inciuding the PCAOB) involving my professional
conduct.

] 4. | have had a judgment or arbitration award in an amount greater than $30,000
entered against me in a civil action alleging actionable conduct in the practice of public
accountancy.

I, , understand that any misrepresentation
or omission in connection with this notification is cause for termination of any practice
privilege in California and that the California Board of Accountancy will act accordingly,
including the notification of other state or federal authorities. | understand that this
privilege to practice public accounting expires one year from the date of this notice. I certify
under penalty of perjury under the laws of the state of California that the foregoing information is
true and correct.

Signature: Date:

Your privilege to practice commences with the filing of your completed notification, including
payment of your fee. If you do not submit your payment within 30 days of this notification, you
do not hold a valid practice privilege.

Privacy Statement:

The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for
practice privileges in California. Sections 5080 through 5085 of the Business and Professions Code authorize the collection of this
information. Failure to provide any of the required information is grounds for rejection of the notification as being incompiete.
information provided may be transferred to the Department of Justice, a District Attorney, a City Attorney, or to another
governmental agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional
duties, or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his
or her file, except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of
Accountancy is responsible for maintaining the information in this application, and may be contacted via written correspondence at
2000 Evergreen Street, Suite 250, Sacramento, CA 95815, or by calling (916) 263-3680, regarding questions about this notice or
access to records
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Ms. Mary Crocker

Califormia Board of Accountancy
2060 Evergreen, Suite 250
Sacramento, CA 93825

By e-mail: merocker@cba.ca.gov
Re: Invidental Practice in California

Dear Ms. Crocker:

Moss Adams recently became aware of a plan by the California Board of Accountancy {CBA)
UaA Commitiee 10 propoese significant regulatory requirements over firms and individual UPAs
who engage in “incidental™ practice of public accountancy i California. Moss Adams abief‘tt; o
the nouon that additional regulation 15 necessary, and respectfully suggesis that the UAA
Cammities revisit the dw*wm: to require registration of individuals or firms with l.lld'l‘«'-ldu Is
whe occasionally have a need to practice in California.

The gampoquc* regulation will add unmecessary burden for CPAs or CPA firms. The increasing
complexity of professional and accounting standards, when combined with the increasing needs
of clients in specialized industries, from time to time leads to a conclusion thar it is appropriate
and necessary to involve pariners fiom other offices or firms located in other states to properly
complete engagements. This is done in the best interest of the client and the CPA firm, and not o
‘"'ir"umvem the reguirement that CPAs practicing in California be licensed by the CBA.
Invoivement of panners or pracrtioners from other states in this capacity truly meets almost any
definition of “incidental” practice, and adding a laver of regulations to monitor what amounts ©0
very little time in the overall practice of public accoumtancy will not serve 1w betier protect
consurners in Califomie. in ’act it could have the opp-cmm effect if firms or individual CPAs
from other states decline to consuli with colleagues in California because of the requirement 1o
register for incidental pracuice.

The proposed regulati o1 is also unnecessarily costly, and mayv not achieve the desired effect of
protecting consumers in California. To betier serve ¢ huﬁs in California and ensure the highest
guality of service consistent with the requirements of firm and professional smandards, it is
ummmm necessary for CPAs licensed in other states to be part of a client service team. Their
involvement is necessarily limited by competitive fee and expense constraints (clients do not
usual‘l; agree to pay for wavel refating to our of area personnel), and the fact that most CPAs
bave practices in their “home” states. However, with e-mail, facsimile and other forms of near-
instant cammunications, 1T 15 often desirable o have these individuals provide assistance on
snpazements periormed for cliems domiciled in Lahmmm Typically, such involvement is

g
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limited to serving as a “concurring reviewer” on financial statement or tax refurn engagements,
ar in some other capacity as an expert being consulted on a techuical matter. Many firms — big
and small ~ face this same problem. The proposed regulation would effectively penalize firms
for wsing qualified personnel from other states ~ even if the personnel never actually enter
California - by imposing registration and the payment of a fee.

We respectfully submit this objection to the proposed regulation for your congideration. Should
you have any questions, please do not hesitate to contact me at 206-442-2378 or by e-muail ‘at
neal. wesitemossadams.com.

Stncerety,

sl RW

Neal West. Directar of Assurance Services
For Moss Adams LLP

LAX N Tegrgocr v T



Practice Privilege TF Agenda ltem 1l.A
July 15, 2004

AMENDED IN ASSEMBLY JULY 2, 2004
AMENDED IN ASSEMBLY JUNE 16, 2004
AMENDED IN ASSEMBLY JUNE 14, 2004

SENATE BILL No. 1543

Introduced by Senator Figueroa

February 19, 2004

An act to amend Sections 5000, 5015.6, 5076, 5100, 5109, 5134, and
22253.2 of, to amend, repeal, and add Sections 5050 and 5088 of, to add
Sections 5025.2,5025.3, 5063.3, and 22252.1 to, and to add Article 5.1
(commencing with Section 5096) and Article 6.5 (commencing with
Section 5116) to Chapter 1 of Division 3 of, the Business and
Professions Code, relating to professions and vocations, and making an
appropriation therefor.

LEGISLATIVE COUNSEL'S DIGEST

SB 1543, as amended, Figueroa. California Board of Accountancy.

(1) Existing law provides for the licensing and regulation of
accountants by the California Board of Accountancy in the Department
of Consumer Affairs. The provisions creating the board, specifying the
‘board’s composition, and authorizing the board to appoint an executive
officer become inoperative on July 1, 2005, and are repealed on January
1, 2006.

This bill would change these dates to provide that the provisions
become inoperative on July 1, 2011, and are repealed on January 1,
2012. The bill would require the Department of Finance,
notwithstanding specified provisions in the Budget Act, to authorize up
to $2,000,000 dollars in additional expenditures for the board’s
enforcement and litigation activities. The bill would require funds for
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these expend1tures to be payable from the Accountancy: Fund;-whiek4s -

7 . The bill would authorize funds to be
encurnbered In any ﬁscal year in which the board entérs irito a contract
for litigation or enforcement purposes, as specified, The bill would
require funds encumbered for these purposes  to be continuously
appropriated. The bill would enact prov1s10ns authonzmg an individual
whose principal place of business is not in this state, and who has a valid
and current license, certificate, or permit to practice public accountancy
from another state, to engage in the practice of public accountancy in
this state under certain conditions. The bill would also prohibit a

licensed accountant from disclosing confidential * ifformation”

concerning a client or a prospective client without obtaining the client’s
written permission. The bill would authorize the board to assess
specified administrative penalties and would require fees from those
penalties to be deposited in the Accountancy Fund.

(2) Existing law requires a tax preparer, prior to rendering any tax
preparation service, to provide a custotfigr*with specified information
in writing. A violation of the laws regulating tax preparers is a crime.

This bill would proh1b1t a tax preparer:from dis€losing confidential

information concerning a client ora: prospecnve chent w1thout--"

obtaining the client’s written permission® {4 v 3

Because a violation of the bill by a tax preparer would be a crime; it
would impose a state-mandated local programu:.

(3) Existing law authorizes the Franchise: Tax Board, when it
identifies an individual who has violated specific provisions regulating
tax preparers, to notify the California Tax Education Council, which is

required to notify the Attorney General, a district attorneyy.or.a ¢ity-

attorney. Existing law authorizes theses entities
individual, levy a fine of up to- $1,000 pe:
and desist order. i
This bill would instead require that- the
the California Tax Education Council whe:
bill would delete the requirement that the coung
General, a district attorney, or a city attomey The bill instead would
authorize the Franchise Tax Board to cite a. v1olat1ng individual, levy a
fine of up to-$+:696 35,000 per v1olat1en and.issue a cease and desist
order. :
(4) The California Constitution requires the state to re:xmburse local
agencies and school districts for certain costs mandated by the state.

10-0ite, a; violating
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Statutory provisions establish procedures for making that
reimbursement.

This bill would provide that no reimbursement is required by this act
for a specified reason.

Vote: majority. Appropriation: yes. Fiscal committee: yes.
State-mandated local program: yes.
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The people of the State of California do enact as follows:

SECTION 1. Section 5000 of the Business and Professions
Code is amended to read:

5000. There is in the Department of Consumer Affairs the
California Board of Accountancy, which consists of 15 members,
seven of whom shall be licensees, and eight of whom shall be
public members who shall not be licentiates of the board or
registered by the board. The board has the powers and duties
conferred by this chapter.

The Governor shall appoint four of the public members, and the
seven licensee members as provided in this section. The Senate
Rules Committee and the Speaker of the Assembly shall each
appoint two public members. In appointing the seven licensee
members, the Governor shall appoint members representing a
cross section of the accounting profession with at least two
members representing a small public accounting firm. For the
purposes of this chapter, a small public accounting firm shall be
defined as a professional firm that employs.a total of no more than
four licensees as partners, owners, or full-time employees in the
practice of public accountancy within the State of California.

‘This section shall become inoperative on July 1, 2011, and as of
January 1, 2012, is repealed, unless a later enacted statute, that
becomes effective on or before January 1, 2012, deletes or extends
the dates on which this section becomes inoperative and is
repealed. The repeal of this section renders the board subject to the
review required by Division 1.2 (commencing with Section 473).
However, the review of the board shall be limited to reports or
studies specified in this chapter and those issues identified by the
Joint Committee on Boards, Commissions, and Consumer
Protection and the board regarding the implementation of new
licensing requirements. .
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SEC. 2. Section 5015.6 of the Business and Professions Code
is amended to read:

5015.6. The board may appoint 2 person exempt from civil
service who shall be designated as an executive officer and who
shall exercise the powers and perform the diifiés delegated by the
board and vested in him or her by this chapter.

This section shall become inoperative on July 1, 2011, and, as
of January 1, 2012, is repealed, unless a later enacted statute,
which becomes effective on or before January 1, 2012, deletes or
extends the dates on which it becomes’inoperative and is repealed.

SEC. 3. Section 5025.2 is added to the Business and
Professions Code, to read:

5025.2. (a) The Legislature finds that there @ré occasions

when the California Board of Accountancy urgently requires -

additional expenditure authority in ei' to 'funid nanticipated

enforcement and litigation Afivities: Wathout* sufficiest -

expenditure authority to obtain the necessary addltlonal resources
for urgent litigation and enforcemiéh ; I
to adequately protect the public. TH

o

(b) of this section, for costs and servicés in urgerit litigation and

enforcement matters, 1nc1udmg, but nét (lumted to, costs for: -

e, 1t i the inte of the" "

Legislature that, apart from, and 18 addition to, the expenditure-f-
authority that may otherwise be established, the Cahforma Bodrd™
of Accountancy shall be given the increase in its expéndituté
authority in any given current fiscal year-that is authorized by the'
Department of Finance pursuant 16 the prov131ons of subdivision®

professional and consultmg services and for the services of the=

Attorney General and the Office of Adnumstratwe Heanngs nd
(b) Notw1thstand1ng Control ¢

amount listed in the annual Bli
Department of Finance shall auth
($2,000,000) in additional experit

€ _
of Accountancy upon a showing By the b&ard th t-tho ‘ fumi dre’
necessary for public protectlon and that ’rhe sh rtfall was not» ‘

'''''

enforcement act1v1t1es in any given current ﬁscal year
- SEC. 4. Section 5025.3 is added to the Business and
Professions Code, to read:
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5025.3. (a) Whenever the board enters into a contract for
litigation or enforcement purposes, including, but not limited to,
contracts pursuant to Section 5025.1, funds may be encumbered
in the fiscal year the contract is executed and expended at any time
during the subsequent 24 months commencing with the last day of
the fiscal year in which the contract is executed.

(b) Notwithstanding Section 13340 of the Government Code,
funds encumbered for a contract pursuant to subdivision (a) of this
section are continuously appropriated without regard to fiscal
year, however, the appropriation is limited to the period for which
funds are authorized to be encumbered under subdivision (a).

SEC. 5. Section 5050 of the Business-and Professions Code
is amended to read:

5050. (a) No person shall engage in the practice of public
accountancy in this state unless such person is the holder of a valid
permit to practice public accountancy issued by the board;
provided, however, that nothing in this chapter shall prohibit a
certified public accountant or a public accountant of another state,
or any accountant of a foreign country lawfully practicing therein,
from temporarily practicing in this state on professional business
incident to his regular practice in another state or country.

(b) This section shall become inoperative on January 1, 2006,
and as of that date is repealed. .

SEC. 6. Section 5050 is added to the Business and Professions
Code, to read:

5050. (a) No person shall engage in the practice of public
accountancy in this state unless the person is the holder of a valid
permit to practice public accountancy issued by the board or a
holder of a practice privilege pursuant to Article 5.1 (commencing
with Section 5096).

(b) This section shall become operative on January 1, 2006.

SEC. 7. Section 5063.3 is added to the Business and
Professions Code, to read:

5063.3. (a) No confidential information obtained by a
licensee, in his or her professional capacity, concerning a client or
a prospective client shall be disclosed by the licensee without the
written permission of the client or prospective client, except the
following:

(1) Disclosures made by a licensee in compliance with a
subpoena or a summons enforceable by order of a court.
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(2) Disclosures made by a licensee regarding a client er.
prospective client to the extent the:licensee reasonably -believes it
is necessary to maintain or defend himself or herself in a legal
proceeding initiated by the client or prospective. client....- .

(3) Disclosures made by a licensee in response:te. an. official -
inquiry from a federal or state government regulatory; agency. ;. -

(4) Disclosures made by a licensee-or a licensee’s duly-
authorized representative to another licensee-in conneetion with,a..
proposed sale or merger of the licensée’s professional practice: .

(5) Disclosures made by a licensee.to-either. of the foellowing:

(A) Another licensee to the extent necessary for purposes-of
professional consultation.

(B) Organizations that provide professmnal standards review
and ethics or quality control peer réview.. - e - o

(6) Disclosures made when specifically: requn‘ed by law.

(b) In the event that confidential .client, 1nformatlen may be.
disclosed to persons or entities, oufside: the:

America in connection with the services prov. >, licensee.
shall inform the client in writing-gnd,obtain ithe-client’s written
permission for the disclosure.  .ac, nas

.....

SEC. 8. Section 5076 of the Busmess a.nd Profess1ons Code .

is amended to read:

5076. (a) In order to renew its registration, a firm providing
attest services, other than a sole-proprietor or a small firm as
defined in Section 5000, shall complete a peer review prior to the
first registration expiration date aftérJanuary3;2006:/uly. 1, 2008;,
and no less frequently than every three years thereafter. ., .« .5 -

(b) For purposes of this article; the following deﬁmtio appl ,

(1) “Peer review” means a;study; appralsal, OF IEVIEW, -,
conducted in accordance with professional standards of the
professional work of a licensee oruregistered firm: by, another-
licensee unaffiliated with the licensee:or-registered firm being
reviewed. The peer review shall include, but not be limited to, a
review of at least one attest engagement representing the highest
level of service performed by the firm and may include an
evaluation of other factors in accordance Wlth requirements
specified by the board in regulations: - : »

(2) “Attest services” include an audit, a review of ﬁnancml
statements, or an examination. of prospective financial
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information, provided, however, “attest services” shall not
include the issuance of compiled financial statements.

(c) The board shall adopt regulations as necessary to
implement, interpret, and make specific the peer review
requirements in this section, including, but not limited to,
regulations specifying the requirements for the approval of peer
review providers, and regulations establishing a peer review
oversight committee.

(d) The board shall review whether to implement the program
specified in this section in light of the changes in federal and state
law or regulations or professional standards, and shall report its
findings to the Legislature and the department by September 1,
200s.

SEC. 9. Section 5088 of the Business and Professions Code
is amended to read:

5088. (a) Any person who is the holder of a valid and
unrevoked license as a certified public accountant issued under the
laws of any state and who applies to the board for a license as a
certified public accountant under the provisions of Section 5087
may, after application for licensure and after providing evidence
of qualifying continuing education, perform the same public
accounting services in this state as a certified public accountant
licensed under Section 5092 or 5093 until the time his or her
application for a license is granted or rejected.

(b) An applicant meeting the requirements of subdivision (a)
who certifies that he or she has met the requirements of Section
5095 may perform attest services in this state until the time his or
her application for a license is granted or rejected.

(c) This section shall remain operative until January 1, 2006,
and as of that date is repealed.

SEC. 10. Section 5088 is added to the Business and
Professions Code, to read:

5088. (a) Any individual who is the holder of a current and
valid license as a certified public account issued under the laws of
any state and who applies to the board for a license as a certified
‘public accountant under the provisions of Section 5087 may, until
the time the application for a license is granted or denied, practice
public accountancy in this state only under a practice privilege
pursuant to the provisions of Article 5.1 (commencing with Section
5096), except that, for purposes of this section, the individual is not
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disqualified from a practice privilege during the period the
application is pending by virtue of maintaining~an office or
principal place of business, or both, in this state. The board may
by regulation provide for exemptlon, credlt, or proration of fees to.
avoid duplication of fees.

(b) This section shall become operative on January I; 2006

SEC. 11. Article 5.1 (commencing with Section 5096) is-

added to Chapter 1 of Division 3 of the Business and Professions
Code, to read:

Article 5.1. Practice Privileges

5096. (a) An individual whose principal place of business is
not in this state and who has a valid:and-current: license; certificate
or permit to practice public accountancy from another state may,
subject to the conditions and limitations:in this article; engage:in

the practice of public accountancy/in:this istate ninder:a-practice -
privilege without obtaining a certificate .or:licerise.under this-

chapter if the individual satisfies Ofi&’ of the-followings« -+ 4
(1) The individual has contmually practlced public

accountancy as a certified public accountantundeér a valid license..

issued by any state for at least four-of the last ten-years.
(2) The individual has a license; certificate; orpermit:from a

state which has been determined by the board to have education; .
examination, and experience qualifications  for - licensure -
substantially equivalent to this state’s. quahﬁca’nans under Séction .

5093. Wl SE T vn sl g

(3) The individual possesses educatlon exammanon., nd:
experience qualifications for lit€nstre: awhicl:havei:wbeen - - -

determined by the board to be substantially equivalent to this
state’s qualifications under Sections5093+ =-s¢"  «> i,

(b) The board may designate states as substantially equivalent
under paragraph (2) of subdivision (a):and:may-accept individual
qualification evaluations or appraisals:conducted by designated
entities, as satisfying the requirements of paragraph (3) of
subdivision (a).

(c) To obtain a practice privilege: under this. sectlon, wan:

individual who meets the requlrements of subdivision- (a), -shall do

the following: T R
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(1) In the manner prescribed by board regulation, notify the
board of the individual’s intent to practice.

(2) Pay a fee as provided in Article 8 (commencing with
Section 5130).

(d) Except as otherwise provided by this article or by board
regulation, the practice privilege commences when the individual
notifies the board, provided the fee is received by the board within
30 days of that date. The board shall permit the notification to be
provided electronically.

(¢) An individual who holds a practice privilege under this
article:

(1) Is subject to the personal and subject matter jurisdiction and
disciplinary authority of the board and the courts of this state.

(2) Shall comply with the provisions of this chapter, board
regulations, and other laws, regulations, and professional
standards applicable to the practice of public accountancy by the
licensees of this state and to any other laws and regulations
applicable to individuals practicing under practice privileges in
this state except the individual is deemed, solely for the purpose
of this article, to have met the continuing education requirements
and ethics examination requirements of this state when such
individual has met the examination and continuing education
requirements of the state in which the individual holds the valid
license, certificate, or permit on which the substantial equivalency
is based.

(3) Shall not provide public accountancy services in this state
from any office located in this state, except as an employee of a
firm registered in this state. This paragraph does not apply to
public accountancy services provided to a client at the client’s
place of business or residence.

(4) Is deemed to have appointed the regulatory agency of the
state that issued the individual’s certificate, license, or permit upon
which substantial equivalency is based as the individual’s agent on
whom notices, subpoenas or other process may be served in any
action or proceeding by the board against the individual.

(5) Shall cooperate with any board investigation or inquiry and
shall timely respond to a board investigation, inquiry, request,
notice, demand or subpoena for information or documents and
timely provide to the board the identified information and
documents.
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(f) A practice privilege expires ‘one year from the dateof'the -

notice, unless a shorter period is set by board regulation:

(2) (1) No individual may practice under a practice privilege
without prior approval of the board if the individual has, or
acquires at any time during the termsof the practice privilege, any
disqualifying condition under paragraph* (2) ‘of this subdmslon

(2) Disqualifying conditions inclide: "

(A) Conviction of any crime’ other ‘than a miner- trafﬁc
violation.

(B) Revocation, suspension, denial, swrrender or other
discipline or sanctions involving—ef any license, permit,
registration, certificate or otheér authority to practice any.
profession in this or any other state or foreign country or to practice
before any state, federal, or local-coutt.or agency,:or the Public
Company Accounting Overs1ght Bodrdsst

(C) Pendency of any investigation, inquiry: 'oréproceedmg by or:

before any state, federal or Iocal conrt:
limited to, the Public Company:iAcco
involving the professional conductiofthedndividual. . o« -

(D) Any judgment or arbitration ‘award againstithe individual-

ency;.including;but not

involving the professional conduct.of the.individual inthe-amount: ...

of thirty thousand dollars ($30,000) or greater. .

(E) Any other conditions as spemﬁed by :the board in
regulation. e

(3) The board may adopt regulat1ons exemptlng specified
minor occurrences of the conditiens listed in subparagraph«(B):of:.
paragraph (2) from being dlsquahfymgs condmons u.nder f.hlS
subdivision. odat ot i

5096.1. (a) Any individual, notia l1censee of.this state who»
is engaged in any act which is the practice of public accountancy
in this state, and who has not givénnotice-of intent:tp-practice~
under practice privileges and paid:the fee required-pursuant toithe

provisions of this article, and whorhas:ailiceéhse;icertificate-or-other -

authority to engage in the practice of public accountancy in-any -

other state, regardless of whether active, inactive, suspended, 6r - -

subject to renewal on payment of a fee or completion of an
educational or ethics requirement; is: wo

(1) Deemed to be practicing pubhc accountanoy unlawfully in
this state. 2

96
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(2) Subject to the personal and subject matter jurisdiction and
disciplinary autherity of the board and the courts of this state to the
same extent as a holder of a valid practice privilege.

(3) Deemed to have appointed the regulatory agency of the
state that issued the individual’s certificate or licemse as the
individual’s agent on whom notice, subpoenas, or other process
may be served in any action or proceeding by the board against the
individual.

(b) The board may prospectively deny a practice privilege to
any individual who has violated this section or implementing
regulations or committed any act which would be grounds for
discipline against the holder of a practice privilege.

5096.2. (a) Practice privileges may be denied for failure to
qualify under or comply with the provisions of this article or
implementing regulations, or for any act that if committed by an
applicant for licensure would be grounds for denial of a license
under Section 480 or if committed by a licensee would be grounds
for discipline under Section 5100, or for any act committed outside
of this state that would be a violation if committed within this state.

(b) The board may deny practice privileges using either of the
following procedures:

(1) Notifying the individual in writing of all of the following:

(A) That the practice privilege is -denied.

(B) The reasons for denial.

(C) The earliest date on which the individual is eligible for a
practice privilege.

(D) That the individual has a right to appeal the notice and
request a hearing under the provisions of the Administrative
Procedure Act if a written notice of appeal and request for hearing
is made within 60 days.

(E) That, if the individual does not submit a notice of appeal
and request for hearing within 60 days, the board’s action set forth
in the notice shall become final.

(2) Filing a statement of issues under the Administrative
Procedure Act.

(¢) An individual who had been denied a practice privilege may
apply for a new practice privilege not less than one year after the
effective date of the notice or decision denying the practice
privilege unless a longer time period, not to exceed three years, is
specified in the notice or decision denying the practice privilege.

96



SB 1543 —12—

1
2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
© 32
33
34
35
36
37
38
39
40

5096.3. (a) Practice pr1v1leges are subji ect to revocatlon
suspension, fines or other dlsc1p1ma*ry satictions for any condfict
that would be grounds for discipline against a licensee of the board
or for any conduct in violation of this article or regulatlons
implementing this article.

(b) Practice privileges are subj ect*to d1501p1me during any time
period in which they are valid, undetr adrinistrative suspension,
or expired.

S it to Section 5107
as part of any disciplinary proceed: agam‘sf the holder of a
practice privilege. e

(d) An individual whose practice prmlege has been revoked
may apply for a new practice pnv11ege hot 'less than one year after

the effectlve date of the board’s dec1s1on revolqng the md1v1dual s

years, is specified in the board’s
privilege. ‘

(e) The provisions of the A
including, but not limited to, the 09
proceeding by the filing of an accusation by’ the:board shall apply
under this article. o i

5096.4. (z) The right of an individual to practice ini this state
under a practice privilege may be administratively suspended at
any time by an order issued by the board or its execuuve officer,
without prior notice or hearing, for the'; purpose of ¢onducting'a’
disciplinary mvest1gat1on proceedm or in u1ry concemmg the
representations made in the notice;” s* competencv or
qualifications to practice under ileges, faiture o'
timely respond to a board inqui ‘nformafidnor
documents, or under other condmons and cncumstances prov1ded
for by board regulation. ra .

(b) The admlmstratwe suspensmn order is’ 1mmed1ate1y
effective when mailed to the individual’s address of record or
agent for notice and service as prowded for i this Erticle

(c) The administrative suspens1on order shall contain the
following:

(1) The reason for the suspensmn

(2) A statement that the individual has the tight, within 30 days,
to appeal the administrative suspensmn order and requeést: a“
hearing.
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(3) A statement that any appeal hearing will be conducted
under the provisions of the Administrative Procedure Act
applicable to individuals who are denied licensure, including the
filing of a statement of issues by the board setting forth the reasons
for the administrative suspension of practice privileges and
specifying the statutes and rules with which the individual must
show compliance by producing proof at the hearing and in addition
any particular matters that have come to the attention of the board
and that would authorize the administrative suspension, or the
denial of practice privileges.

(d) The burden is on the holder of the suspended practice
privilege to establish both qualification and fitness to practlce
under practice privileges.

(e) The administrative suspension shall continue in effect until
terminated by an order of the board or the executive officer or
expiration of the practice privilege under administrative
suspension.

(f) Administrative suspension is not discipline and shall not
preclude any individual from applying for a license to practice
public accountancy in this state or from applying for a new practice
privilege upon expiration of the one under administrative
suspension, except that the new practice privilege shall not be
effective until approved by the board.

(g) Notwithstanding any administrative suspension, a practice
privilege expires one year from the date of notice unless a shorter
period is set by board regulation.

(k) Proceedings to appeal an administrative suspension order
may be combined or coordinated with proceedings for denial or
discipline of a practice privilege.

5096.5. Notwithstanding any other provision of this article,
an individual may not sign any attest report pursuant to a practice
privilege unless the individual meets the experience requirements
of Section 5095 and completes any continuing education or other
conditions required by the board regulatlons implementing th15
article.

5096.6. In addition to the authority otherwise provided for by
this code, the board may delegate to the executive officer the
authority to issue any notice or order provided for in this article and
to act on behalf of the board, including, but not limited to, issuing
a notice of denial of a practice privilege and an interim suspension
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order, subject to the right of the individual to timely appeal and
request a hearing as provided for in this-arficle.

5096.7. Except as otherwise provideéd in this art1cle the
following definitions apply:

(@) Anywhere the term “license,” “licensee, permlt ” or

“certificate” is used in this chapter or' Division 1.5%(¢othmencing
with Section 475), it shall include “persons: holdifig practice
pr1v1leges under this article, unless otherwrse 1ncens1stent with the
provisions of the article. CoToE »

(b) Any notice of practice privileges under this article and
supporting documents is deemed an' applicatioh-for licensure for
purposes of the provisions of this code, including, but not limited.
to, the provisions of this chapter and the provisions of Division 1.5
(commencmg with Section 475) related t9‘the denial, suspension
and revocation of licenses. o "t

(¢) Anywhere the term “employee” is iised in this article it
shall include, but is not limited to, partners shareholders and
other owners.

5096.8. In addition to the authidrity-othérwise prov1ded by this
code, all investigative powers of* the board, includingthese
delegated to the executive officef, ‘shal ‘_pply to- mvesngatlons’
concerning compliance with, or aétual or potential viclatiotis of,
the provisions of this article or implementing regulations;
including, but not limited to, the po
and hearings by the executive offidéi tindsr Se¢tioni-5103 and to
issuance of subpoenas under Section 5108.

5096.9. The board is authotized “to! adopt’ regulations. to

2 &

implement, interpret, or make §pecific:the provisions:of ‘this -

article. ,

5096.10. The provisions of this
if commencing July 1, 2005, ant
provided in Section 5096 11, the:

Accountancy Fund in the annual Budgé:‘t A to fuinds the gctivities .

in the article and sufficient hiring Aithorityis ‘grafited pursant 10
a budget change proposal to the board to provide staffing to
implement this article.

5096.11. This article shall bécotné eperative -on January 1 ,

2006. It shall remain in effect onl¥ tintil Tanifaty 1, 2041, and as*
of that date is repealed, unless a-later enacted statute, which -

96

condiict investigations. -

' le;shafll only be operative
iuing dunng the yperiod: -
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becomes effective on or before January 1, 2011, deletes or extends
that date.

SEC. 12. Section 5100 of the Business and Professions Code
is amended to read:

5100. After notice and hearing the board may revoke,
suspend, or refuse to renew any permit or certificate granted under
Article 4 (commencing with Section 5070) and Article 5
(commencing with Section 5080), or may censure the holder of
that permit or certificate for unprofessional conduct that includes,
but is not limited to, one or any combination of the following
causes:

(2) Conviction of any crime substantially related to the
qualifications, functions and duties of a certified public accountant
or a public accountant.

(b) A violation of Section 478, 498, or 499 dealing with false
statements or omissions in the application for a license, in
obtaining a certificate as a certified public accountant, in obtaining
registration under this chapter, or in obtaining a permit to practice

‘public accountancy under this chapter.

(c) Dishonesty, fraud, gross negligence, or repeated negligent
acts committed in the same or different engagements, for the same
or different clients, or any combination of engagements or clients,
each resulting in a violation of applicable professional standards
that indicate a lack of competency in the practice of public
accountancy or in the performance of the bookkeeping operations
described in Section 5052.

(d) Cancellation, revocation, or suspension of a certificate or
other authority to practice as a certified public accountant or a
public accountant, refusal to renew the certificate or other
authority to practice as a certified public accountant or a public
accountant, or any other discipline by any other state or foreign
country.

(e) Violation of Section 5097.

() Violation of Section 5120.

(g) Willful violation of this chapter or any rule or regulation
promulgated by the board under the authority granted under this
chapter. .

(h) Suspension or revocation of the right to practice before any
governmental body or agency.
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(1) Fiscal dishonesty or breach of fiduciary responsibility of
any kind.

(i) Knowing preparation, publication, or dissemination of
false, fraudulent, or materially misleading financial statements,
reports, or information.

(k) Embezzlement

registered pubhc accounting ﬂrm or a.ny assocfated persbn of such
firm, or both, or on any other holder ‘of a perrmt cert1ﬁcate
license; or other authority to practice in this state, by the Public
Company Accounting Oversight Board or the United States
Securities and Exchange Commlssmn or their des1gnees under the

in another state.

SEC. 13. Section 5109 of the B
is amended to read: .
5 109 The exp1rat10n cancellatmn forfelture .or suspens'

commence or proceed with any . 1n ,est1gat10n of or actlon or’\
disciplinary proceeding against the licensee, or to render a
decision suspendmg or revoking the hcense‘v _

added to Chapter 1 of Division 3 oyfk:
Code, to read:

Article 6.5. Administrative Penalties

5116. (a) The board, after appropriate notice and an
opportunity for hearing, may order any licensee or applicant for
licensure or examination to pay an adrmmstratlve penalty as
provided in this article as part of any dlsc1p11nary proceeding or
other proceeding provided for in this chapter.

(b) The board may assess administrative penalties under one or
more provisions of this article. However, the total administrative

96



OO0 ~J WL A~

— 17 — SB 1543

penalty to be paid by the licensee shall not exceed the amount of
the highest administrative penalty authorized by this article.

(¢) The board shall adopt regulations to establish criteria for
assessing administrative penalties based upon factors, including,
but not limited to, actual and potential consumer harm, nature and
severity of the violation, the role of the person in the violation, the
person’s ability to pay the administrative penalty, and the level of
administrative penalty necessary to deter future violations of this
chapter.

(d) Administrative penalties assessed under this article shall be
in addition to any other penalties or sanctions imposed on the
licensee or other person, including, but not limited to, license
revocation, license suspension, denial of the application for
licensure, denial of the petition for reinstatement, or denial of
admission to the licensing examination. Payment of these
administrative penalties may be included as a condition of
probation when probation is ordered.

(e) All administrative penalities collected under this article shall
be deposited in the Accountancy Fund. ‘

5116.1. In accordance with Section 5116 and applicable
regulations, except as provided in Section 5116.2, any licensee
who violates any provision of this chapter may be assessed an
administrative penalty of not more than five thousand dollars
($5,000) for the first violation and not more than ten thousand
dollars ($10,000) for each subsequent violation.

5116.2. In accordance with Section 5116 and applicable
regulations, any licensee who violates subdivision (a), (c), (1), (j)
or (k) of Section 5100 may be assessed an administrative penalty
of not more than one million dollars (§1,000,000) for the first
violation and not more than five million dollars ($5,000,000) for
any subsequent violation, except that a licensee who is a natural
person may be assessed an administrative penalty of not more than
fifty thousand dollars ($50,000) for the first violation and not more
than one hundred thousand dollars ($100,000) for any subsequent
violation.

5116.3. In accordance with Section 5116 and applicable
regulations, any person who is found to have cheated or subverted
or attempted to subvert or cheat on any licensing examination or
who conspired with or aided or abetted any other person to cheat,
subvert or attempt to subvert any examination may be assessed an
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administrative penalty of not more than five thousand -dollars
($5,000) for the first violation and not more thanrtén thousand
dollars ($10,000) for each subsequent violation.

5116.4. (a) The board’s executive: officer: may: request
assessment of an administrative .penalty«in any’ disciplinary.«or
other proceeding provided in thisachap’cer':orvin {any mo’cice to"aa.n
applicant pursuant to Section 5112, ‘a=i = il

(b) The administrative penalty pursuant 4o 'subd1v1s1on (@)-shall
become final unless contested within the time period provided for
the filing of a notice of appeal, forthé.filing ofa notice .of defense;
or for requesting a hearing in the proceeding.. - : ¢

(c) Nothing in this article shall “prevent .an administrative
penalty from being included in a final contested or default decision
of the board or in a notice issued pursuant to-Section 5112 once the
time period for requesting a hearingrhas. expired.. ~

5116.5. The board may obtdin a‘judgment in'any court of

competent jurisdiction ordering the payment of any final.

administrative penalty assessed byi.the:board: pursuant :te this- .

article upon the filing of a certified copy of the board’s final
decision or notice issued pursuantiod Section 51.12.; ; -

5116.6. Anywhere the term “licensée” is iised in the: eil:acle k.

it shall include certified public accountants, public.accountants,
partnerships, corporations, holders @’Qf(ptactic,e.;pri;vil’feges.,éiother

persons licensed, registered, or otherwise authorized.to.practice -
public accountancy under this chapter, and persons.who-.aze.in, o *
violation of any provision of Artlcle 5.1 . (commencing .with ;.

Section 5096). RIS I
SEC. 15. i

Sedasngl L f:.‘z e

. g T TR TLae el
(a) The fee to be charged to ea
public accountant examination shall:beufixed by tiefboard atran,

amount to equal the actual cost to-the board-of the purchase or-

development of the examination, plus the estimated cost to the
board of administering the examination.and shall ret exceed. $ix:

©w -

licasit for. the zcemﬁedw -

hundred dollars ($600). The board:may: charge a.reexamination fee -

equal to the actual cost to the board of'the;; purchase -of-deveélopment

of the examination or any of its:‘compenent pdrts;. plus,-the.

estimated cost to the board of administering the.examination and

96
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not to exceed seventy-five dollars ($75) for each part that is subject
to reexamination.

(b) The fee to be charged to out-of-state candidates for the
certified public accountant examination shall be fixed by the board
at an amount equal to the estimated cost to the board of
administering the examination and shall not exceed six hundred
dollars ($600) per candidate.

(c) The application fee to be charged to each applicant for
issuance of a certified public accountant certificate shall be fixed
by the board at an amount equal to the estimated administrative
cost to the board of processing and issuing the certificate and shall
not exceed two hundred fifty dollars (§250).

(d) The application fee to be charged to each applicant for
issuance of a certified public accountant certificate by waiver of
examination shall be fixed by the board at an amount equal to the
estimated administrative cost to the board of processing and
issuing the certificate and shall not exceed two hundred fifty
dollars ($250).

(e) The fee to be charged to each applicant for registration as
a partnership or professional corporation shall be fixed by the
board at an amount equal to the estimated administrative cost to the
board of processing and issuing the registration and shall not
exceed two hundred fifty dollars ($250).

(f) The board shall fix the biennial renewal fee so that, together
with the estimated amount from revenue other than that generated
by subdivisions (a) to (), inclusive, the reserve balance in the
board’s contingent fund shall be equal to approximately nine
months of annual authorized expenditures. Any increase in the
renewal fee made after July 1, 1990, shall be effective upon a
determination by the board, by regulation adopted pursuant to
subdivision (k), that additional moneys are required to fund
authorized expenditures other than those specified in subdivisions
(a) to (e), inclusive, and maintain the board’s contingent fund
reserve balance equal to nine months of estimated annual
authorized expenditures in the fiscal year in which the
expenditures will occur. The biennial fee for the renewal of each
of the permits to engage in the practice of public accountancy
specified in Section 5070 shall not exceed two hundred fifty
dollars ($250).
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(g) The delinquency fee shall be 50 percent of the accrued
renewal fee.

(b) The initial permit fee is an amount equal to the renewal fee
in effect on the last regular renewal-date beforethe date on which
the permit is issued, except that, ifrthé-petmit is issued one-year or
less before it will expire, then thé initialipermit-fee is an amount
equal to 50 percent of the renewal fee in effect on the last regular
renewal date before the date on Whichéthe permit is issued. The
board may, by regulation, provide fot the waiver or refund of the
initial permit fee where the penmt is-issued:less than 45. days
before the date on which it will ekpire. : .

(1) On and after January 1, 2006, the annual fee to be charged

an individual for a practice privilege pursuant to Section 5096 shall. .
be fixed by the board at an amountinotito exceed 5 O“percent ofithe. .

biennial renewal fee provided in‘subdivision (f): . - o

(G) The fee to be charged for:the .certification of. documentsu
evidencing passage of the -déttified:mpublic »accountant - -

examination, the certification of documents evidencing the grades
received on the certified public -dccotintant examiindtion, or the:
certification of documents evi"denéing

(k) The actual and estimated costs referred to in. th.rs sect10n
shall be calculated every two years using a survey of all .costs

attributable to the applicable subdivigion.:» * « - TRRURTE
(D) Upon the effective date of this secnon the board shall fixithe -

fees in accordance with the limits.of this section: and, on and.after:

July 1, 1990, any increase in any fee fixed by.the board shall be! .-
pursuant to regulation duly adopted by. the board m accordance e

with the Iimits of this section. = %0 @ 2;

(m) Fees collected pursuant to subdmsmns (a) e),smcluswe

shall be fixed by the board in atnolints :necessaty to: recover,the:g QLA
actual costs of providing the service for which:tiefeeis assessed;. - = -
as projected for the fiscal year commenting n‘>the date the feeszt-« -

become effective. SRR
SEC. 16. Section 22252.1 is added o the Busmess and
Professions Code, to read: ‘
22252.1. (a) No confidential mformatlon obtained by a tax
preparer, in his or her professional capacity, concerning a client or
a prospective client shall be disclosed by the-lieensee tax preparer
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without the written permission of the client or prospective client,
except for the following:

(1) Disclosures made by a tax preparer in compliance with a
subpoena or a summons enforceable by order of a court.

(2) Disclosures made by a tax preparer regarding a client or
prospective client to the extent the tax preparer reasonably
believes it is necessary to maintain or defend himself or herself in
a legal proceeding initiated by the client or prospective client.

3) Disclosures made by a tax preparer in response to an official
inquiry from a federal or state government regulatory agency.

(4) Disclosures made by a tax preparer or to a tax preparer ’s
duly authorized representative to another tax preparer in
connection with a proposed sale or merger of the tax preparer’s
professional practice.

(5) Disclosures made by a tax preparer to either of the
following:

(A) Another tax preparer to the extent necessary for purposes
of professional consultation.

(B) Organizations that provide professional standards review
and ethics or quality control peer review.

(6) Disclosures made when specifically required by law.

(b) In the event that confidential client information may be
disclosed to persons or entities outside the United States of
America in connection with the services provided, the tax preparer
shall inform the client in writing and obtain the client’s written
permission for the disclosure.

SEC. 17. Section 22253.2 of the Business and Professions
Code is amended to read:

22253.2. (a) The Franchise Tax Board shall notify the
California Tax Education Council when it identifies an individual
who has violated paragraph (1) of subdivision (a) of Section
22253.

(b) The Franchise Tax Board may do any of the following:

(1) Cite individuals preparing tax returns in violation of
subdivision (a) of Section 22253.

(2) Levy a fine up to—ese five thousand dollars—$1668)
(85,000) per violation.

(3) Issue a cease and desist order, which shall remain in effect
until the individual has come into compliance with the provisions
of paragraph (1) of subdivision (a) of Section 22253.

96
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(c) The California Tax Education Council may enter into an
agreement with the Franchise Tax Board to provide
reimbursement to the Franchise Tax Board for any expenses
incurred by the Franchise Tax Board to implement:this section.

SEC. 18. No reimbursement ig-réguired by this act pursuant .
to Section 6 of Article XIII B of ithe«@alifornia i€onstitution s, - . .
because the only costs that may be ifcutted by a local ageicy-or .-
school district will be incurred becauséithis‘act creates:anew crime
or infraction, eliminates a crime of ‘itifraction, “or changes the
penalty for a crime or infraction, within the meaning of Section
17556 of the Government Code, or ‘changes :the definition of a
crime within the meaning of Section 6 of Article XIII B of the
California Constitution.
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Project Plan — Practice Privilege (PP)

Meetings

Meeting Date

Agenda to Renata for review 8/17/04
1% Mailout for September TF/Board Meetings ~ 8/24/04
2" Mailout for September TF/Board Meeting ~ 8/31/04

, Meeting minutes
ced

Ey l\J}at\Lon of
Performance of audit of submitted notifications

July PPTF Meeting 7/15/04
Agenda to Renata for review 6/24/04
1% Mailout for July TF/Board Meeting ~ 6/29/04
2" Mailout for July TF/Board Meeting 7/6/04
cy Issues
' iloly oif
" eration of whether the Board should accept NASBA's designation of
op its own list
0
Bheduline o
September PPTF Meeting 9/9/04
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October PPTF Meeting at Board office

Meetings (cont.)

Scheduled Date

Agenda to Renata for review 09/04
Mailout. for, October eetmg_ 99/04

-l 7%; .

[FOREN

10/04

January PPTF Meetlng

Agenda to: Renata forreview

H
|
H
H

i

12/29/04

11/18/04

1/20/05

Completion Dates
10/15/04

11/18/04

1/20/05
1/21/05

Regulatlons to DCA

R & F

4/1/05
5/20/05

Regulations to OAL

6/17/05

B POV N

8/ 1 9/05

Regulations filed with Secretary of State

10/1 4/05
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Practice Privilege

Issues/Regulatory Development

y Issue

Probosed
Meeting Date

Should the Board accept NASBA's determination of an individual's substantial equivalency or use some
other method of assessing the qualifications of CPAs from non-substantially equivalent states?

July ‘04 Meeting

Should the Board adopt NASBA's designation of states as substantially equivalent (subject to Board review)
or develop its own list?

July ‘04 Meeting

Should there be a "safe harbor" period for providing notification to the Board?

July '04 Meeting

If the individual does not pay the fee or the check is dishonored:

1. Should there be a limit to the number of subsequent notifications?
2. May a notification be withdrawn prior to the expiration of the 30-day payment period?

July '04 Meeting

How should we evaluate whether any of the "disqualifying conditions" means the practice privilege should be
denied?

September ‘04 Meeting

What, if any, additional disqualifying conditions should be specified by regulation?

September ‘04 Meeting

What, if any, minor infractions should be exempted from being considered a disqualifying condition?

September ‘04 Meeting |

 What should be the criteria for administrative suspension?

September ‘04 Meetin

At what point does a licensee need to apply for licensure instead of requesting a practice privilege?

September '04 Meeting

What, if any, additional requirements should there be for signers of attest reports?

What practice privilege information should be available on the Web:

1. While awaiting payment?
2. Administrative Suspension?
3. Discipline?

September ‘04 Meeting

October '04 Meeting

00z ‘sl Ainp
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How. often should staff complete a random audit of received notifications and what content should be

IRYi
[ B

requested'? b

October '04 Meeting

: ‘ -Ottsber "04 Meetlng
1 g o, s arke i e ey 0
November ’04 Meetlng
January ’05 Meeting
i SE O N e ekl - s *f:‘*f-i;nE}’;
May ’05 Meetlng
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‘State of California
Depaftment of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda Item llI Board Agenda ltem VIIL.F .4
July 15, 2004 July 18, 2004

Practice Privilege Task Force Members
Board Members Date . July 5, 2004

Telephone :  (916) 263-3788
Facsimile : (916) 263-3674
E-mail : agranick@cba.ca.gov

Aronna Granick - }%_v—y\,v\“/
Legislation/Regulations €oordinator

Notification Form for Practice Privileges — Consideration of How it
Should be Handled in Regulations

Attached is a draft notification form for individual practice privileges. It was
provided to the UAA Task Force at its meeting of May 13, 2004, for illustrative
purposes only. It is being provided again for illustrative purposes during your
discussion of this agenda item. The question for consideration at this time is
whether the form itself should be adopted as part of the reguiations or whether, as
an alternative, the content of the form should be delineated in the text of the
regulations. The contents of the form are likely to need revision after legislation is
enacted and the Task Force completes it consideration of the relevant policy
issues.

Attachment



STATE WwF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

Stateof CALIFORNIA BOARD OF ACCOUNTANCY
Callomis . 2000 EVERGREEN STREET, SUITE 250
e -SACRAMENTO, CA 95815-3832
Consumer TELEPHONE: (916) 263-3680
* §airs FACSIMILE: (916) 263-3675

WEB ADDRESS: htfp:/fwww.dca.ca.govicha

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA
BUSINESS AND PROFESSIONS CODE SECTION XXXX:

Name:

Prior Names:

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number (business hours):

Fax Number (business hours):

E-Mail: S
(To facilitate contact in the event of a problem processing your application)

Date Of Birth:

Social Security Number:

in connection with this privilege to practice, | wish to be able to sign a report on an attest
engagement. [] Yes ] No

QUALIFICATION REQUIREMENTS: | qualify for a privilege to practice public accounting in
California because: "

1. 1 am an individual.

2. My principal place of business is not in California and | do not have an office in
California other than through a firm that is registered in California and of which | am
an employee.

3. | have a vaiid license to practice public accounting in the state/jurisdiction of my
principal place of business. -

State/Jurisdiction: License Number: Date Issued:

4. a. The statefjurisdiction identified in item 3 above is deemed substantially equivalent

by the California Board of Accountancy (see Appendix 1 for list of substantially
equivalent states); OR
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12. I am concurrently submitting the fee of $100.00.

b. My individual qualificatioris H:
eqmvalent (NASBA file no.

| have continually practlced pub 'ncy as a certified public accountant

under a valid license isstied by any state for A5t he TE8t 10 years, S

| understand that | may sign a report on an attest engagement underthis:p \(jilege to
practice only if | meet California's requirements to sign attest reports.

(accessxble at http //WWW dca ca.gov/cba/régs.htm).

| consent to the personal and subject matter jurisdiction of the California Board of the

Accountancy (CBA) including, but not limited to, the following:

a. To suspend or revoke, without prior notice or hearing and in the sole dlscre’uon
of the CBA or its representatives, the privilege to practice. public accountifg;. -

b. To impose discipline for any violation of the California Accountancy Act or
regulations thereunder and recover costs. for investigation and prosecutienzahd

c. To provide information relating to a practice privilege and/or refer any additional
and further discipline to the board of accountancy of any other’ statexand/or the
SEC, PCAOB or.other relevant regulatory authorities. 4B BL

| agree to respond fully and completely to aII inquiries by the CBA relating;to my .

California practice privilege.

I consent to the authority of the CBA to verify the accuracy and truthfuiness of the

information provxded«m this nofification. | consent to the release of all information;;,

relevant to the: 's.inquiries:mow-or.in thefutureby;: -« « & wet » wgian-

a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agency before which l-am
authorized to practice; and

c. Contacting NASBA. S A

e ' s

~—-_.h

SRS

r e

10+ fam-submitting this-form te the CBA at: or before the time, work-begins.under this. .

practice privilege.

-

11 Inithesevent.that:any. of thesinformation. in-this. notice changes; lawill:pravide the, CBA -

written notice of any such change within 30 days of its occurrence.

taoy g
W L o e o -
‘ e LA O H O B I

In addltlon fo the state of my prmcnpal place of busmess | am also authorized: to-practlce in the
followmg states orJunsdlctlons

T . . .Qther. ;
State/Jurisdiction: License Number: ..o, ,Authorlty -
Other
State/Jurisdiction: ) License -Number: Authority: e

S SR ¢




TATE OIF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

State of CALIFORNIA BOARD OF ACCOUNTANCY
o\ Déortmert of 2000 EVERGREEN STREET, SUITE 250
4 SACRAMENTO, CA 95815-3832
Y S umer TELEPHONE: (916) 263-3680
1irs FACSIMILE: (916) 263-3675

WEB ADDRESS: http.//www.dca.ca.govicba

ATTACHMENT X

1. If you checked items 1, 2,-or 3 under additional information, please provide explanatory
details:

2. If you checked item 4 under additional information, please provide: |

Date of Judgment/ Jurisdiction )
Arbitration Award: /Court: Docket No:




] 1. | have been convicted of a crime other than a minor traffic violation.

] 2. | have had a license, registration, permit or authority to practice surrendered, denied,
suspended, revoked, put on probationary status:er. otherwise limited.

] 3. | am currently the subject of an investigation, inquiry or proceeding by or before a '
state, federal; or-local court-or.agency.(including the PCAOB) involving my professional
conduct.

] 4. | have had a judgment or arbitration award in an amount greater than $30,000
entered against me in a civil action alleging actionable conduct in the practice of public
accountancy.

[, , understand that-any misrepresentation
or omission in connection with this notification is cause for termination of any practice
privilege in Californiaand thatthe-California-Board-of Accountancy will act accoerdingly,-
including the notification of otherA_,state .or federal authorltlesh__‘ . | understand that this
[gertify”

privilege to practice public accouhtmg expl""res ohe 'year from the daté of this Hitice’
under penalty of perjury under the laws of the state of California that the foregoing information is
true and-correct.

Signature: Date:

Your privilege to practice commences with the filing of your completed notification, including
payment of your fee. If you do not submit your payment within 30 days of this notification, you
do not hold a valid practice privilege.

Privacy Statement:

The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for
practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize the coliection of this
information. Failure to provide any of the required information is grounds for rejection of the notification as being incomplete.
information provided may be transferred to the Department of Justice, a District Attorney, a City Attorney, or to another
governmental agency as may be necessary to pemnit the Board, or the transferee agency, to perform its statutory or constitutional
duties, or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his
or her file, except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of
Accountancy is responsible for maintaining the information in this application, and may be contacted via written correspondence at
2000 Evergreen Street, Suite 250, Sacramento, CA 95815,-or by cdlling (916) 263-3680, regarding questions about this notice or
access to records:



State of California

Departmeiit of Consumer Affairs California Board of Accountancy

2000 Evergreen Streét, Suite 250
Sacramento, CA 95815-3832
Memorandum

Practice Privilege TF Agenda ltem IV Board Agenda ltem VIIL.LF.5
July 15, 2004 ' July 16. 2004
To . Practice Privilege Task Force Members
Board Members Date : July 5, 2004

Telephone :  (916) 263-3788
Facsimile : (916) 263-3674
E-mail  : agranick@cba.ca.gov

From : Aronna Granick —M
Legislation/RegulationsToordinator

Subject:  Background Information Related to Consideration of a “Safe Harbor” Period

Attached as background for your consideration of this agenda item are excerpts

from minutes from the UAA Task Force’s meetings of December 17, 2003
(Attachment 1), January 2004 (Attachment 2), and May 13, 2004 (Attachment 3)
during which the Task Force discussed the issue of whether there should be a “safe -
harbor” period or grace period for providing notification to the Board.

Attachment



STATE OF CALIFORNIA ~ STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

L3

State of CALIFORNIA BOARD OF ACCOUNTANCY
Calfora 2000 EVERGREEN STREET, SUITE 250
Derartme SACRAMENTO, CA 95815-3832 Attachment 1
Consumer TELEPHONE: (916) 263-3680

FACSIMILE: (916) 263-3675
WEB ADDRESS: http://iwww.dca.ca.govicba

UAA TASK FORCE
MINUTES OF THE MEETING

December 17, 2003
California Board of Accountancy Office
2000 Evergreen Street
Sacramento, CA 95815
CALL TO ORDER

Renata Sos, Chair, called the meeting of the UAA (Uniform Accountancy Act) Task
Force to Order at 10:35 a.m. and welcomed the participants.

Present:

Renata Sos, Chair
Gail Hillebrand
Thomas lino
Harold Schultz
David Walton

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program

Carol Sigmann, Executive Officer

Other Participants

Mike Duffey, Ernst and Young LLP

Julie D’Angelo Felimeth, Center for Public Interest Law

Wendy Perez, Board Member

Richard Robinson, Robinson & Associates

Jeannie Tindel, California Society of Certified Public Accountants

|. Adoption of Task Force Objectives.

Before discussing the Task Force objectives, Ms. Sos provided a general context for the
discussion. She noted that the purpose of the Task Force was to consider cross-border



: :Durlng the dlscussmn part|C|pants b hen a California license would be™:
needed. Mr. Newington noted.that.if.a-firrm epéned-an;office in California, it would need
a California license. Mr. Granen concurred and added that since substantial
equivalency only applies to individuals, a sole practitioner opening an office in California
would need to get a California license. Ms. Sos added that it is important that the
requirements for substantial equivalgncy-noticonflict: with the requirements for licensing
firms.

-1“ gt
Participants noted that the UAA requires a license when the CPA'’s principal place of
business is in this state. Ms. Sos indicated that,;principal place of business” is
undefined in California law. :Ms. Hlllebrand suggested it.could possibly be defined by
the percentage of the licensee’s tlme spent in 'that state, for example 15 percent. It was
the consensus of the Task Force thatka def|n|t|on of ‘ p||nC|paI place of business” needed
further consideration.

N R

A. What would be conferre
B. Who would be ellglble’?
C. Should anything additional be required for applicants signing reports on atte
engagements?

D. When would notification be required and what should it include?, ; -
E. When woulid the authority to practice begin and when would it

end?
F. Should renewal be permitted and what should the requirements be?,

IIl. Discussion of,Jssues.Related:to,Substantial:Equivalency.(Renata Sos)-

et Begrynite. g

fl( \’ ""’X"’

vt W & 'r
Ms. Sos indicated that she had prepared a draft notification form for dlSCUSSIOI’ir

purposes (Attachment 3). She noted that the first part focuses on Qualification .
Standards. It references practice privileges rather:thal
to suspend practice privileges prior to a hearlng “Ms. So
the form requests “Other Information.” Response tothat
for denlal of practlce privileges. Also, N

provudes for a 30-day grace period. She indicated that she would’ pre er
licensee submit the notification before or contemporaneous with starting practlce-m
Payment of the fees could come later. Mr. Granen indi
application later for enforcement proposes, .Mr Jquuffe
would not be a problem for Iargerﬂrms as Iong as the |
quickly on-line. After discussion, it was mov
lino, and carried that the notlflcatiomwoul

B E S AR

Board on or before the work egms

Ms. D'Angelo Fellmeth inquired if, under item 4 of the Quainﬁcahon Stanﬁd‘ardsaCPA
from, a. substantlally equlvalency‘s{tate-aco\uld be granted‘pract ep

i K \AJ

UAA's




STAT.EE OF CALIFORNIA ~ STATE AND CONSUMER SERVICES AGENCY ) ARNOLD SCHWARZENEGGER, Governor

[

State of CALIFORNIA BOARD OF ACCOUNTANCY
cooh 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832 Attachment 2
TELEPHONE: (916) 263-3680
Affairs FACSIMILE: (916) 263-3675

WEB ADDRESS: hffp:/iwww.dca.ca.govicha

UAA TASK FORCE
MINUTES OF THE MEETING

January 26, 2004
California Board of Accountancy Office
2000 Evergreen Street
Sacramento, CA 95815

CALL TO ORDER

Renata Sos, Chair, called the meeting of the UAA (Uniform Accountancy Act) Task
Force to Order at 10:35 a.m. and welcomed the participants.

Present: .

Renata Sos, Chair
Gail Hillebrand
Thomas lino
Harold Schuliz
David Walton

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program

Carol Sigmann, Executive Officer

Other Participants

Mike Duffey, Ernst and Young LLP

Katherine Demos, Department of Consumer Affairs

Bill Gage, Senate Business and Professions Committee

Ann Nelson, California Society of Accounting and Tax Professionals
Wendy Perez, Board Member

Richard Robinson, Robinson & Associates

lan Thomas, Board President

Jeannie Tindel, California Society of Certified Public Accountants




[ EY Y g‘u

'the Board had adopted a pollcy under v

that would give the Board jurisdiction over both the firm and the individual practicing
under the notification.

}fgrgic'ould be established. Ms. Tindel and Mr.
Duffey vqunteered to developed a proposal Ms. Hillebrand noted that Board staff
would also need to be involved. Ms. Crocker indicated that the statute could establish a
ceiling, and the actual fee could be establrshed by a regulation based on data collected
by the Board.

Spe
AR

s b

After discussion, it was the copse US - f‘the Task
desirable to further consider and develop'the blanket notification proposal. Ms.
Sos and Ms. Hillebrand volunteered to be a sub-task force to work on this prOJect Mr..
Granen would serve as legal counsel, and Mr. Duffey and Ms. Tindel would ‘algo

participate. ;.

Cyestrgnnae roadist b

' BT [

o \.'A

The Task Force then considefod tha draf individual notification Tor thafhad besh *

revised by Ms. Sos (Attachment 2). Ms. Sos indicated that her intent was to makevt e .
form simple in order to encourage people to submit it. Other Task Force membefs ™~
concurred with Ms. Sos regardlng the desirability of keeping the form s_r}m,ple
Participants suggested minor revisions to improve the readability of the"forj
deleting items 3 and 14 in the section “Qualification Requirements.”

method of determlnrng substantral equivalency for individuals (see Attachme
4). She noted that NASBA's apphcatlon reV|ew process appeared

had voted to require that notrﬂcatron would have to be sub
before the tlme the work begins. However at the NASBA

period. Ms. Tindel indjcated she bellev at
Ms. Hillebrand noted that the Task Forcé Rad ext
previous meetlng After discussion, |t was moved by |

- - 4 “ - N Ay < .
{ ’m} e AT Loy




STATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Gwvernor

m‘,{ CALIFORNIA BOARD OF ACCOUNTANCY Attachment 3
Catlor bt 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832

TELEPHONE: (916) 263-3680
m FACSIMILE: (918) 263-3675
WEB ADDRESS: hftp://www.dca.ca.govicba

Practice Privilege TF Agenda ltem | Board Agenda ltem VIII.F.1

July 15, 2004 July 16, 2004
DRAFT
UAA TASK FORCE
MINUTES OF THE MEETING
UAA TASK FORCE
May 13, 2004

The Sheraton Pasadena Hotel
303 E. Cordova Street, Pasadena, CA 91101

CALL TO ORDER

Renata Sos, Chair, called the meeting of the UAA (Uniform Accountancy Act) Task
Force to order at 1:40 p.m. and welcomed the participants. Ms. Sos indicated that to
ensure compliance with the Bagley-Keene Open Meeting Act, when a quorum of the
Board is present at this meeting (eight members of the Board), Board members who are
not serving on the Task Force must attend as observers only.

Present:

Renata Sos, Chair
lan Thomas

Gail Hillebrand
Thomas lino
Harold Schultz
David Walton

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program

Carol Sigmann, Executive Officer

Other Participants

Tom Chenowith

Nancy Corrigan, Chair, Qualifications Committee

Julie D’Angelo Felimeth, Center for Public Interest Law
Michael Duffey, Ernst and Young LLP

Del Exeter, Society of California Accountants
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maklng a determination whether flrm'notlﬁcatlon' ‘IS ‘necessary

Mr. line expressed support-for Ms:Sos’ recommendation and inquired if plans had been
made for data collection.” Ms. Crocker indicated that if there-are specific questions to be
addressed, they could be incorporated into the notice. Ms. Hillebrand suggested that
firms could &l§o:assist in the data coliection process

B P
After discussion, it was moved by M _n;Thomas seconded by Ms. Hillebrand, and
unanimously carried to approve Ms, Sos’.recommendation to cease further work
on the firm notification proposal. .-~

N

tk’ t w

lll. Proposed Statutory Languagepto Im pIement Substantlal Equivalency in California.

A. Statutory Language Revised at April 9, 2004, Meeting.

-3¢ h* ' . “,f:
Ms. Sos described the materials provided under Agenda Item IlI (Attachment 2). She

noted:‘that the,,opvertmemo glves :angd, overview pf the pnnmpaltbunldmg bIocks that‘,g preys

statutestand ,a~d raft not ce
She.added.that.the Task Force' Obj ve af
agreement regardmg the draft statutes.and. 1

Ms. Sos then asked Ms. Sigmann to provide an update on the time line for getting th
Board'’s proposal included in legislation. Ms. Sigmann indicated that the, Tas.kt,Eo ces

m iy e B pEXE Lo Y

recommendatlons will be acted on by the Board at its May 14, 2004 meetin h

s

considered at a hearing before the Joint Legislative Sunset Review Comrnltte o
(JLSRC) on June 1, 2004 Ms. Slgmann noted that Mr. Thomas and Ms. Sos lanned.

meet again the foIIowmg week to vote on the proposal Statutory Ianguage o)
lmplement the JLSRC s recommendatlons will be amended into Iegtlslatlontaround June

earlier that day she, Ms. D'Angelo Fellmeth and M. R binso
notlflcatlon process and the issue of at whatt nt.i

g %
Task Force previously had considered the timing of notlflcatlon an how"lt mlgh
operate for large firms, and the Task Force had decided to requ:re imm
notification. She added that, now that firm notification is not going forwa
useful to con3|der whether there should be; @ g;race pemod n partlcular :




Mr. Robinson expressed support for the concept of a “grace period” or “safe harbor
period.” He commented that the intent would be for everyone to provide notification
when entering the state. However, his clients, the “Big Four” accounting firms, are
concerned that, because of the size of their firms, more time might be needed to make
sure the employee or partner giving notice does so properly. Therefore they would like
a thirty-day safe harbor period. He expressed support for a proposal suggested by Mr.
Granen which would provide such a safe harbor period for partners and employees of
registered firms. He noted that the Board already has a “regulatory hammer” as it
regulates the firm. He added that, under this proposal, the representations would be
made under penalty of perjury and would be effective when the out-of-state licensee
commences practice in California, even though the notice could be given later. He
further noted that the safe harbor proposal could create an incentive to comply by
allowing individuals who failed to give notice before they began practicing to do so
afterwards.

Mr. Duffey agreed and noted that when an individual becomes aware of
noncompliance, he or she can subrmit the notice which would be retroactive to the time
when practice in California began. He suggested that this would encourage
compliance and be consistent with the language in the UAA.

Ms. Hillebrand expressed concern that this was a new idea, and indicated that she was
not prepared to make a decision at this time. She noted that it was anticipated that
filing the notification itself would be very simple, and could be done very quickly on-line.
Further, a grace period for paying the fee had already been approved by the Task
Force. She expressed concern that it if the Board permits the notice to be filed after
practice begins, it would be difficult to disqualify those individuals whose notifications
are subject to further review. »

Ms. Sos indicated that the issue of a safe harbor period will need to be considered
when drafting regulations. However, the Task Force, in its review of the draft statutes,
needs to determine if the statutory ilanguage needs to be revised to allow for a grace
period to be established by regulation. After discussion, it was moved by Mr.
Walton, seconded by Ms. Sos, and carried (5 “ayes” 1 “no”’) to make the
following revisions to Section 5096 to allow for the adoption of a safe harbor
period by regulation: Make the second sentence of 5096(c)(2) a new subdivision
(d) and begin it with the words “Except as otherwise provided by this Article or
by Board regulation...” Also, re-letter the subsequent provisions in Section
5096, and at the end of new subdivision (f) insert “unless a shorter period is set
by Board regulation.” Ms. Sos commented that the subject of a safe harbor period
will be on the agenda for discussion at the next meeting.

The Task Force then discussed the remaining provisions in proposed Article 5.1.
During the discussion of the sunset date, it was suggested that the date should be
changed from 2010 to 2011 so that there would be three full years of data on practice
privileges before the Board’s next sunset review report is due. It was moved by Mr.




i’State of California

4 California Board of Accou c
Deparﬁnent of Consumer Affairs . California Board, f Ac ountancy

2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832
Memorandum

Practice Privilege TF Agenda ltem V Board Agenda ltem VIII.F.6
July 15, 2004 July 16. 2004
To : Practice Privilege Task Force Members
Board Members Date : July 5, 2004

Telephone :  (916) 263-3788
Facsimile : (916) 263-3674
E-mail : agranick@cba.ca.gov

From : Aronna Granick ’/%»eunw
Legislation/Regulations €oordinator

Subject:  Background Information for Consideration of Whether the Board Should
Accept NASBA's Designation of States as Substantially Equivalent
(Subject to Board Review) or Develops its Own List

Attached as background for your consideration of this issue is a listing of states
identified as “substantially equivalent” by NASBA's National Qualification Appraisal
Service. Also attached is a chart providing more detailed information about these
states. The chart was provided to the Board by NASBA in January 2004. Staff are

— surveying the states that currently allow out-of-state CPAs to practice through the

notification process to discover if these states rely on NASBA's designation of
states as “substantially equivalent” or use some other procedure. Information on
this survey will be available at the July 15-16, 2004, meetings.

Attachments



Attachment 1

National Qualification Appraisal Service

NASBA's National Qualification Appraisal Service (NQAS) determines if a state's CPA licensure requirements are
substantially equivalent to the Uniform Accountancy Act's. The substantial equivalency concept is commonly referred to as
"Section 23." CPAs who are licensed in substantially equivalent states and who are planning to practice in states that have
adopted Section 23 may iawfully practice in those states by notification of intent.

It is the responsibility of the CPA to contact the board of accountancy in the state he intends to practice to determine if the
state has adopted Section 23 and if it accepts notifications. Refer to Boards of Accountancy section of the NASBA web site
for state board contact information.

Substantially Equivalent States
The National Qualification Appraisal Service has found the following 45 jurisdictions to have CPA licensure requirements
that are substantially equivalent to the Uniform Accountancy Act's.

Alabama* Louisiana* Oklahoma
Alaska Maine Oregon
Arizona Maryland Rhode island
Arkansas Massachusetts South Carolina
Califomnia** Michigan South Dakota*
Connecticut Minnesota Tennessee
District of Columbia* Mississippi Texas

Georgia Missouri* Utah

Guam Montana* Virginia
Hawaii Nebraska* Washington*
Idaho Nevada West Virginia*
lllinois™ New Jersey Wisconsin
Indiana New Mexico Wyoming*
lowa* North Carolina

Kansas* North Dakota

Kentucky Ohio

*Permit holders only
**CPAs complying with Section 5083 only

.Non-Substantially Equivalent States
The National Qualification Appraisal Service has not found the following 9 jurisdictions to have CPA licensure
requirements that are substantially equivalent to the Uniform Accountancy Act's.

Colorado ) Pennsylvania
Delaware Puerto Rico-
Florida Vermont
New Hampshire Virgin Isiands
New York

‘http://www.nasba.org/NASBAWeb.nsf/ WEL/F62D90977EDAD409862569F3005939AA7 ...

7/1/2004 .
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. "State of California
Department of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

.. Subject :

Practice Privilege TF Agenda ltem V Board Agenda ltem VIIL.F.6
July 15, 2004 July 18, 2004

Practice Privilege Task Force Members
Board Members Date : July 12, 2004

Telephone :  (916) 561-1788
Facsimile : (916) 263-3674
E-mail . agranick@cba.ca.gov

Aronna Granick — W
Legislation/Regulations Coordinator

Use of NASBA’s Qualifications Appraisal Service by States That Have Adopted
UAA Section 23

This memo transmits the results of a brief survey of the 23 states that have adopted
UAA Section 23 related to cross-border practice rights. It is provided as
background for your consideration of the agenda item related to whether the Board
should accept NASBA'’s designation of states as substantially equivalent (subject to
Board review) or develop its own list.

To date, ten states have responded to the survey. Four states (Kansas, Kentucky,
New Mexico, and Ohio) reported they rely on NASBA. Six states (Indiana,
Louisiana, New Hampshire, North Carolina, South Dakota, and Tennessee)
reported they use theirown procedures. It is interesting to note that one state,
New Hampshire, has adopted UAA Section 23, but is not a “substantially equivalent
state” with regard to conforming to the UAA’s education, exam, and experience
requirements.

Attachment



Use of NASBA's Qualifications Appraisal Service by
States That Have Adopted UAA Section 23

No, the Indiana State
Board of Accountancy
does not rely on
NASBA's
Qualifications
Appraisal Service to
identify "Substantially
Equivalent” states. At
present, practitioners
only need to complete
and submit a "Notice
of Intent" to practice
by substantial
equivalency along
with a certification of
their license from the
state of issuance. If
they meet the
qualifications, they are
granted the privilege
for one year, which is
then renewable every

Indiana year in January. No Response. N/A NA No Response.

We rely a lot on
NASBA's list of
substantially
equivalent
states; however,

Yes, Kansas' statute we also make

provides for NASBA's our own

National Qualification judgment calls

Appraisal Service, or based upon a

similar organization case-by-case

. approved by the basis when
L Kansas Board. No Response. necessary. in a statute. No

Page 1 of 4




Kentucky

KY relies on NASBA's

service, but the
regulation which
covers this area

authorizes the Board

to have the final
authority.

b st

The Boarg‘si:i‘il has the

final-approval over all ofl:

the states that NASBA
deems substantially
equivalent, but felt it
could rely upon NASBA
in this area as far as
making
recommendations.
Staff will check the
determination made by
NASBA as new states
are added to the list.

Yes, as new
states are
added. Review
over the Internet
of the
requirements
listed in statutes
and regulations.

LR

Regulafion, || = No,

Louisiana

Louisiana:uses its
own procédures

LA's statute requires
that the qualifications

'be determined as

substantially equivalent
fo the licensure
requirements of the
Louisiana Accountancy
Act, not the "Uniform
Accountancy Act." The
LA Board did not
consider it appropriate
to assign to another

||entity the authority to

make such
determinations.

N/A

CONA

No response.

Page 2-of 4




1.-ew Hampshire

New Hampshire uses
its own procedures.
For an individual
without an office in
NH who wants to
serve New Hampshire
clients. The NH Board
requires the firm to
register with a Foreign
Accountants Practice
Permit (FAPP). This
permit requires that
individuals licensed to
practice public
accounting register
with NH on the FAPP.

With limited staff, and
limited resources, we
have basically
simplified procedures,
as it is impossible to
keep track of what
state is substantially
equivalent and who is
not and why.

N/A

N/A

No Response.

New Mexico

New Mexico uses
NASBA's
Qualifications
Appraisal Service.

This was written as part
of the new Board rules
that were adopted in
February 2002,

No.

Regulation.

‘No.

No, the NC Board
policy is a CPA=CPA.
If a CPA'is licensed to
practice public
accounting in a
jurisdiction and has
passed all four
sections of the CPA
exam then we accept
him or her for
notification on intent
to practice, non-
resident reciprocity or
reciprocity without
looking at anything

North Carolina

else.

Reliance is put on
licensure in other
states.

N/A

N/A

No.
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Yes, Ohio uses the
NASBA's
Qualifications
Appraisal Service with
some modifications.
At present, all states
are considered
substantially
equivalent:to Ohio.
We do require that
CPAs from the non-
150-hour states and
some others, such as
two-tier states, to hold
an.actual ficense to
practice public
accounting in order to
obtain substantial
equivalency. Florida

requirement, so we
require experience
verification from

i

Ohio Florida CPAs. . No Response. No Response. ||No.Response.|| No answer.
If an individual is
"licensed" and-in good
No, we use our own \s:t?‘anding in another
procedures in state, they may apply
reviewing substantial |\for temporary practice
South Dakota |equivalency. rights in SD. N/A N/A N/A
Tennessee uses their ||
own procedures; A
‘however we are in the ||
process of changirig
the way we process
"substantially
equivalent"
Tennessee |individuals. No Response. N/A N/A No.
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State of California
Department of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda Item VI Board Agenda Item VIILLF7
July 15, 2004 July 16. 2004

Practice Privilege Task Force Members
Board Members Date - July 5, 2004

Telephone : (916) 263-3788
Facsimile : (916) 263-3674
E-mail : agranick@cba.ca.gov

Aronna Granick —X%W
Legislation/Regulations Coordinator

Background Information for Consideration of Whether the Board Should
Accept NASBA’s Determination of an Individual's Substantial Equivalency
or Use Some Other Method for Assessing the Qualifications of CPAs from
Non-Substantially Equivalent States

Attached as background for your consideration of this issue are materials related to -
NASBA's CredentialNet that were provided for consideration by the UAA Task
Force at its meeting of January 26, 2004. Attachment 1 provides information from
CredentialNet that was provided to the Board in response to our inquiry. The chart:
referred to in the second paragraph of Attachment 1 is provided under Practice
Privilege Task Force Agenda ltem V (Board Agenda ltem VIII.F.6) as it relates more
specifically to substantially equivalent states than to the evaluation of the
qualifications of individuals. Attachment 2 provides the application packet
CredentialNet uses in its individual evaluations. Attachment 3 provides information
about the services CredentialNet provides for states. Also attached (Attachment 4)
are excerpts from the minutes of the January 26, 2004, meeting.

Aftachments



Information on CredentialNet

or the Californiz Board of Accountan
% Y ‘f- 9 Attachment 1

Through CredentialNet, NASBA provides interstate practice related services to CPAs and to boards
of accountancy by processing individual substantial equivalency evaluations and notifications of
intent. For states that have adopted Section 23, “Substantal Equivalency,” the individual substantial
equivalency evaluation assists those applicants who hold licenses in states that have not been deemed
substantially equivalent by the National Qualification Appraisal Service. The individual substantial
equivalency evaluation may be used as part of the process for obtaining a reciprocal license or filing a
notification of intent to practce, depending on the rules of the state in which the applicant intends to
practice. Currently, seven states use the CredentialNet service to handle applicants who hold licenses
in “non-substantially equivalent” states. These states include Arkansas, Kansas, New Mexico, North
Dakota, Oklahoma, Oregon, and Tennessee. NASBA is able to customize services to meet 2 board
of accountancy’s specific requirements.

Definition of Substantial Equivalency

Under this concept, which was first included in the UAA-Third Edition in January 1998, if 2 CPA
has 2 valid license from a state with CPA licensing criteria that are “substantially equivalent” to those
outlined in the Uniform Accountancy Act or if the CPA’s credentials individually have been deemed
substantially equivalent, then the CPA can cross state lines to practice in another state without
obtaining 2 license in that state. However, the CPA must notify the state board of his or her intent
to practice and agree to follow the law and rules of that state. The National Qualification Appraisal
Service has deemed 45 states to have education, examination, and experience requirements that are

substantially equivalent to the UAA. For a complete list of substantially equivalent states, please refer
to the enclosed chart.

Substantial Equivalencv Evaluation Requirements

Education

Atleast 2 150 hours of college education including a baccalaureate degree or its equivalent.
Grandfathering: Anyone who passed the CPA Examination before January 1, 2001 will be eligible
personally to obtain substantal equivalency for the purpose of interstate practice even if he/she has
not completed 150 hours of education. Individuals who pass the CPA Examination- after January 1,
2001 must complete the 150-hour education requirement.

Examination

A candidate shall be required to pass all sections of the examination provided for in Section 5(d) of
the UAA in order to qualify for a cerdficate. Prior to the implementation of the computer-based
examination, if at a given sitting of the examination a candidate passes two or more but not all
sections, then the candidate shall be given credit for those sections that the candidate has passed and
need not sit for reexamination in those sections, provided that

(1) at that sitting the candidate wrote all sections of the examination for which the candidate does not
have credit; ’

(2) the candidate attained a minimum grade of 50 on each section taken at that sitting;

(3) the candidate passes the remaining sections of the examination within six consecutive
examinations given after the one at which the first sections were passed;

(4) at each subsequent sitting at which the candidate seeks to pass any additional sections, the
candidare sits for all sectons for which the Candidate does not have credit; and

(5) in order to receive credit for passing additional sections in any such subsequent sitting, the
candidate attains a minimum grade of 50 on sections taken at that sitting.
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Experience

Apphca.nts must have one year of expenence This experience shall include providing any type of
setvice of adv1ce f olvmg the use Of accounung, attést, compilation, management adwsory;ﬁna.ncial
adwsory, tax or eo‘ g skills aJl"“f*w h fr enﬁed by a*].lc

Y RN PR PETI

: . N e v 5 B .
tantil equivale“n’&j“‘éval“‘ Watiéfis based onithe requirémentsiabowe. The-

ot and processes for the evdliiafidn’ can Be tailéted to the boa.rd’s preference:
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1

AdministFative’Staff ‘ ) T

NASBA currently employs staff who are knowledgeable in accounting: educamon educauonal
credential evaluation, application processing, examination administration, grade reporting, accounting
experience reviews, certification/licensure application procedures, conti‘nui'ng professiondl education,
reciprocity (both interstate-and international), public information initiatives, customer service,
complamt resolutton disciplinary proceduresaecords mairitenance, conﬁdenualtty concerns, a.nd
examinaton and candldate record secuntyussues. e v’ 7T i g ey v,

ey
e N LI N

gl £ vt vl e
NASBA’s Ditéctor "of Comphance SetvicesyYordanos Dumezyis-a-CRA: and former stateiboard; .
auditor Ms. Dumez manag' “the Cradefitiald et servlce An.additlonal two fu]l—mne employees

1. Once the apphcant s qualifications are evalueted a.nd deterrrﬁ.ﬁed to be substantmlly N
eqmvalent is the apphcant ever requu:ed to update the mformanon m the License Hlstory,

board of accountancy and the time since: the“ ongmal appllc id.be
one yeat, the applicant would be asked to update any information that has chancred
CredentialNet staff check licensing information to ensure that it is current and,; .
accurate."‘Smce CredentxalNetscan be ta.llored to:fit 2/board’s needs, .renewal,

\

)

whzt mrcumsta.nces would thls mforrnauon mean the apphcant is not. quahﬁed forL
""i‘rfalency? AsldeL frorn«self reporﬂng, what-other.mechanisms does .

IR v

MR . w

A: If an applicant answers "‘yes” to any- of the quesuons rrelated toﬂ dlsmphne or

criminal history; the'applicant’s file is sent:to:the.appropriate board for. fux:ther

consideration.” An applicant would not qualify.for substantial equ1valency for lack of
“500d moral charactet” as defined-in Section 5 (b) of the UAA.
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Aside from self-reporting, CredentialNet, through the use of the “Authorization For
Interstate Exchange of Examination and Licensure Information” form, validates

examination, licensure, and disciplinary history, provided directly to us by a board of
accountancy. oo

3. Howis "good character" defined? What percentage of applications are rejected because of
failure to demonstrate "good character"?

A: Good character is defined in Section 5 (b) of the Uniform Accountancy Act:

“Section 5 — Qualifications for a Certificate As a Certified Public Accountant
5(b) Good moral character for purposes of this Section means lack of a history of

dishonest or felonious acts. The Board may refuse to grant a certificate on the
grounds of failure to satisfy this requirement only if there is a substantial
connection between the lack of good moral character of the applicant and the
professional responsibilities of a licensee and if the finding by the Board of
lack of good moral character is supported by clear and convincing evidence.
When an applicant is found to be unqualified for a certificate because of a
lack of good moral character, the Board shall furnish the applicant [a]
statement containing the findings of the Board, a complete record of the
evidence upon which the determination was based, and a notice of the
applicant’s right of appeal.”

Less than 2 percent of applications are rejected because of failure to demonstrate
good character.

Questions Related to Education (Section D of the Applicza’ou):

1. Must the 150 hours of education be completed pre-licensure?

A: No. If an applicant had not completed the 150 hours of education before
being licensed in their home state, it would not prévent him/her from being deemed
substantially equivalent, as long as the 150 hours of education requirement was met
for the substantially equivalency evaluation.

&)

Must the applicant meet all of the requirements in UAA Rule 5-2? Are any exceptions made

because the applicant's home state currently or previously had different educational
requirements?

A: The education element of the individual substantial equivalency evaluation
only requires that the applicant receive a baccalaureate degree with a total of 150
hours of education. In addition, anyone who passed the Uniform CPA Examination
befote January 1, 2001 is eligible personally to obtain substantial equivalency for the
purpose of interstate practice even if they have not completed 150 hours of education.
Individuals who pass the Uniform CPA Examination after January 1, 2001 must
complete the 150 hours of education requirement in order to be eligible for

January 19, 2004 Page 3
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sglpstaqual equlvalency Appenchx C of the Unlform Accountancy Act, “Substantial
ival ‘ncy,”’covers thl‘s R

Equiv

3. If the apphcant was ediicated dutside the United States, how is education evaluated2Ifa
credentials evaluation service is used, how is it selected?

A: Forelgn ctedentials are evaluated by a member of the National Association
Creédential'Evilitation Setvices' (NACES.)Boards have the optxon*of choosing the
agency they prefer.
General Questions
1. Can all applicants who aré deetned substantially equivalent slgn and issue attest reports?
Doés thls depend on ‘what sérvices the apphcant can perfo::m in the home state?

Y gres aay

;H J. b ey
aﬁ‘mdw

appeal process If the apphcant-rd.lsagreeslﬂ N o

Pt Wy,
[T .L,k{.e,'g_,,

A: Total processing for CredentialNet apphcanons is approxunately six to eight
weeks. ‘Because Credentid[Net réquites, primary:sourcé- verification.en all, +;
documentation (transcripts, authorization for interstate exchange forms,hcemﬁcates
of experience), the gathering of this information comprises the bulk of the
ptocessing time. After all primary source verification is received, the evaluation
takes less than one week The decision is officially communicated via letter. If the

¢ ie decision; he:may@ppeal by writing to. CredentialNet
within four weeks of the date of the decision letter.

3. I—Ié“\iz” afy hcensees hivé tequested anievaluation:of individual substantial equivalency from
‘ ‘How rnany have ’been*ieterrmned to be substannally equivalent?

gy

A: Since the inception of the substanual eqmvalency evaluauons in, May 1999
CredentialNet has processed apprommately 160 mdlvxdual substantial equlvalency
‘eva uaﬁbhs for the followmg stites: Arkansas;K
Mexi goﬁ;“‘axid~N orthi'Dakota: Ofthe 160:152. have ‘been determmed

substantially equivalent.

; .
. e 2 v Fry g el o
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P
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A: Upon approval of application, NASBA sends a “CPA Portfolio” that
summarizes the applicant’s credentials and the primary source verification to the
board in the state in which the CPA intends to practice. The CPA Portfolio is sent
to the board at the same time the decision letter is mailed to the applicant.

Provide 2 description of similar services you are currently providing to state boards, names
of the states, and the charges associated with the services provided. Specifically, we would
like you to address whether you validate licensure status, validate the address provided, and
require self-disclosure of criminal convictons. If you do require disclosure of criminal
convictions, how do you follow-up if 2 conviction is disclosed? In addition, please include an
explanation of the process followed to notify the licensee and state board of the outcome
and how quickly you are able to complete the process. '

NASBA provides substantial equivalency evaluation services for the following

boards: Arkansas, Kansas, Oklahoma, Oregon, New Mexico, North Dakota, and
Tennessee. Please refer to the attached document that lists all current substantial
equivalency services, including: type of evaluation; requirements and supporting

- documentation; participating boards; fees; and the type of report provided to boards

and applicants. Also included is a list that describes an adjunct CredentialNet
service — evaluation of initial applications for both individuals and firms for the
Colorado Board of Accountancy

All of NASBA’s current CredentialNet services evaluate for licensure status and
require self-disclosure of criminal convictions. If a conviction is disclosed, the board

in the state in which the applicant wishes to practice in notified and feedback is
requested.

Page 5
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Attachment 2

Substantial Equivalency

Individual Evaluations

A number of states have adopted Section 23 of the Uniform Accountancy Act (UAA), which (among other things) states
that an individual who holds a ticense in a non-substantially equivalent state may obtain an individual substantial
equivalency evaluation from NASBA. This evaluation may enable a CPA to practice in a substantially equivalent state,
even though he is not licensed in one.

The evaluation is based on requirements outlined in the UAA:
Good Character (Section 5(b)). Applicants must not have a history of dishonest or felonious acts.

Education (Rule 5-2). Applicants must have 150 hours of education. Grandfathering: Anyone who passed the CPA
Examination before January 1, 2001 will be eligible personally to obtain substantial equivalency for the purpose of
interstate practice even if they have not completed 150 hours of education. individuals who pass the CPA Examination
after January 1, 2001 must complete the 150 hour education requirement. (Appendix C, Substantial Equivalency)

Examination (Ruie 5-7). Applicants must pass all sections of the Uniform CPA Examination with a minimum passing
grade of 75 for each section.

Experience (Rule 6-2). Applicants must have one year of experience providing any type of service or advice using
accounting, attest, compilation, management advisory, financial advisory, tax, or consulting skills.

To obtain a substantial equivalency evaluation, a CPA should complete a CredentialNet application. If you have Adobe
Acrobat Reader, you may click on the link below to download the CredentialNet application in Acrobat format.

Evaluation

To obtain an application through the mail, call us at 615-880-4200, extension 2271, or email us at
credentialnet@nasba.org.
CredentialNet
150 Fourth Avenue North, Suite 700
Nashville, TN 37219
615.880.4200 fax: 615.880.4292
email: credentiainet@nasba.org

http://www.nasba.org/NASBAWeb.nsf/WEL/FDDBF238B6B1A7A8862569F3005939AB?... 1/2/2004
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CredentialNet, a service of the National Association of State Boards of Accountancy (NASBA), is a comprehensive resource
for CPAs who practice across state lines. It handies reciprocal applications, notifications, and substantial equivalency
evaluations for certain states. If youare a CPA with a current license or permit to practice accounting and you are planning
to practice accounting in another state, you are required to comply with the laws and rules of the state in which you intend

to practice.

Determine the code that is applicable to you by reading the following information. Follow instructions according to the

code.

Code 2

If you are planning to practice in Florida, Missouri, New
lersey, or Pennsylvania, you may qualify for a reciprocal or
temporary license through CredentialNet. individuais who
plan to practice in multiple states are urged to enroli in the
program. Complete the enclosed CredentialNet application
and supporting forms. Depending on the state in which you
intend to practice, you will also be required to complete
some state-specific forms.

Code 3

A number of states have adopted Section 23 of the Uniform
Accountancy Act (UAA), which states that an individual who
holds a license in a non-substantially equivalent state may
obtain an individual substantial equivalency evaluation from
NASBA. This evaluation enables a CPA to practiceina
substantially equivalent state, even though he is not licensed
in one. Complete the enclosed application and supporting
forms to receive an individual substantial equivalency
evaluation.

The evaluation is based on requirements outlined in the UAA:

Good Character (Section 5(b)). Applicants must
not have a history of dishonest or felonious acts.

Education (Rule 5-2). Applicants must have 150
hours of education. Grandfathering: Anyone who
passed the CPA Examination before january 1, 2001
will be eligible personally to obtain substantial
equivalency for the purpose of interstate practice
even if they have not completed 150 hours of
education. Individuals who pass the CPA Examina-
tion after January 1, 2001 must compiete the 150
hour education requirement. (Appendix C, Substan-
tial Equivalency)

Examination (Rule 5-7). Applicants must pass all
sections of the Uniform CPA Examination with a
minimum passing grade of 75 for each section. They
must have a minimum failing grade of 50. They must
have passed the exam within six consecutive sittings
following the first exam. At any sitting, they must
have taken all sections not passed.

Experience (Rule 6-2). Applicants must have one
year of experience providing any type of service or
advice using accounting, attest, compilation, manage-
ment advisory, financial advisory, tax, or consulting
skills.

Code 3A -
This code applies only to CPAs planning to practice account-
ing temporarily in the state of Tennessee. If you hold a
license/permit to practice in Arizona, California, Colorado,
Delaware, Fiorida, Guam, Maine, Massachusetts, Michigan,
Minnesota, New Hampshire, New Mexico, New York,
North Dakota, Oklahoma, Puerto Rico, Vermont, Virgin
Islands, or Virginia, you are considered to be from a non-
substantially equivalent state (under Tennessee's rules).
However, you may qualify to practice accounting by receiv-
ing an individual substantial equivalency evaluation from
CredentialNet.

The Tennessee certification criteria are as follows:
Good Character. An applicant must not have a
history of dishonest or felonious acts.

Education and Experience. An applicant must have
150 hours of education and one year of experience. If
an applicant does not have 150 hours of education, he
must have four years of experience after passing the
Uniform CPA Examination.

Examination. An applicant must have passed the
Uniform CPA Examination.

Ethics Exam. An applicant must have passed an
examination in ethics and professional conduct.

Al substantial equivalency evaluations and notifications for
Tennessee are processed by CredentialNet. Complete the
enclosed application packet.

Code 4A

This code applies only to CPAs planning to practice account-
ing temporarily in the state of Tennessee. If you hold a
license/permit to practice in Alaska, Alabama, Arkansas,
Connecticut, District of Columbia, Georgia, Hawaii, Idaho,
llinois, Indiana, lowa, Kansas, Kentucky, Louisiana, Maryland,
Mississippi, Missouri, Montana, Nebraska, Nevada, New
lersey, North Carolina, Ohio, Oregon, Pennsylvania, Rhode
Istand, South Carolina, South Dakota, Texas, Utah, Washing-
ton, West Virginia, Wisconsin, or Wyoming, you are consid-
ered to be from a substantially equivalent state (under
Tennessee's ruies). Youare required to notify the state of
Tennessee through CredentiaiNet. Complete the required
sections of the enclosed application packet.
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A. Applicant Type,
Check the code(s) that
apply. Follow instructions
according to the code(s).

If you plan to practice m
multiple states i
the future, lt l
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Application Form
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F. Experience.

List employment information.
Use month/year format for
dates.

Code 2 applicants: List your
current employer and past
employers.

Code 3 applicants: List your
current employer or past
employers, provided the total
amount of employment equais
at least one year.

Code 3A applicants: If you
have completed 150 hours of
education, you are required to
show evidence of one year of
full-time employment. List
your current employer or past
employers, provided that the
total years of employment
equals at least one year. If you
have not completed 150 hours
of education, you are required
to show evidence of four years
of full-time employment. List
information so that the total
amount of employment equals
at least four years.

Make a copy of this form to list
more than four employers.
Complete a Certificate of
Experience for each
employer listed.

G. Professional References.
Code 2 applicants only. List
three references. References
should be from business or
professional individuals, and
must not be relatives.
CredentialNet will submit a
Professional Reference
Verification Form to ali persons
listed.

Company Name

Supervisor's Name

Address (Street, City, State, Zip)

Phone Number

Dates of Employment From

To

Company Name

Supervisor's Name

Address (Street, City, State, Zip)

Phone Number

Dates of Employment From

To

Company Name

Supervisor's Name

Address (Street, City, State, Zip)

Phone Number

Dates of Employment From

To

Company Name

Supervisor's Name

Address (Street, City, State, Zip)

Phone Number

Dates of Employment From

To

1. Name

Company

Business Address

Business Telephone

2. Name

Company,

Business Address

Business Telephone

3. Name

Cornpany

Business Address

Business Telephone




150 Fourth Avenue North.
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Authorization For Interstate Exchange of
Examination and Licensure Information-.
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»

Applicants: Complete section A of this form and return it with your CredentialNet application: By signing thisform,..
you are authorizing CredentialNet to obtain this information from the board of accountancy listed.

State Boards: The applicant in section A of this form has authorized youto provide-any and-ali:pertinent information. ..
requested in sections B through E in this form to CredentialNet, a service of the National Association of State Boards of,.-
Accountancy, Please return the form to CredentialNet at the address listed above. W e

e ST g ey

aagrt. Lo

A. ALL APPLICANTS
MUST COMPLETE THIS
SECTION.

Provide your name and
address, date of birth, and
social security number. Sign
and date the form.

First Name Middle Name Last'Name ~

e o
(AR

Street or PO. Box

City State Zip Code - Daytime. Telephone

Date of Birth Social Security Nurber™ * 1™ ™ e

R
Spgttiina
< Nt cre, €54 T
o Eed 1 o g ST sk gy e e

Certificate Number (if applicable)

wprjen e

I hereby requegt and authorize the -.{insert-board,of accountancy name) to
provide any and all pertinent information requested in thls form to CredentialNet. | agree that
- “CredentialNet"may confirm"the frades issted to ma by the Aduisory Gradifii Service of the Amerlcan

institute of Certified Public Accountants. . .
Signature Date
st e e
it iy
Verification of T
B. Verification o Date of LPR FARE ARE

Examination Credits. STATE
BOARD: COMPLETE THIS
SECTION. Provide Uniform
CPA Examination grade
information for the candidate
listed above, as reported by the
AICPA Advisory Grading
Servicé. List all grades, including
failing grades, for the applicant.
If any of the grades were
changed, if an exam other than
the Uniform CPA Examination
was used, or if there is any
reason why fhe grades should
not be accepted, use section E
of this form.

Examination

Candidate ID #

Audit

(Business Law)

(Theory).

e

gt

Ay

g

S Y

dRO3TT

N EE

1. Was the applicant ever denied admission'to the Examination? Yes
2. If the applicant has not passed all parts of the Uniform*CPA‘Exarifiation, are there any restrictions
preventing him/her from taking the Examination in your state?  Yes
3. If the appiicant has not passed-all parts of the Uniform CPA Examlnatlon indicate above the
expiration date of those parts that have been passed and for which credit has been given.

No (If yes, use section D.)

-No (If yes, use section D.)

1 (Practicey




150 Fourth Avenue North
Suite 700

; Nashville, TN 37219-2417
(615) 880-4200

Transcript Request Form

Applicants: Complete sections A and B of this form. If you need to obtain transcripts from more than one school, make a
copy of this form. Contact the school directly to determine if there is a transcript request fee. If applicable, include the fee
in your total application fee. Return this form with your application; do not send to the school.

Registrars: The applicant whose name appears below has authorized CredentialNet, a service of the National Association
of State Boards of Accountancy, to obtain a copy of his/her transcript for accounting licensure purposes. Please send a
copy of an official transcript directly to CredentialNet at the address listed above. Do not send to the appli-

cant.
A. ALL APPLICANTS MUST First Name Middle Name Last Name Suffix (Ir., 11I)
COMPLETE THIS SECTION. '
Provide your name and address, If you were registered under another name at this school, please provide that name:
date of birth, and student
identification number. First Name Middle Name Last Name Suffix

Street .or PO. Box

City - State Zip Code Telephone

Date of Birth Student ldentification Number Social Security Number

B. ALL APPLICANTS MUST
COMPLETE THIS SECTION.
Provide the coliege or university
name and address and your

College or University

Street or PO. Box

attendance information. City - State 7p Code

Degree Dates of Attendance Date of Graduation

Transcript Request Fee

| hereby authorize the schooi named above to send a copy of my transcript directly to
CredentialNet at the address listed above.

Signature Date
last revised: 04/05/00
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-, Certificate of Experlence
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Applicants: Comipleté séctions A-and B of this form:and return WIthwyour CredentlalNet appllcatlon lf experience was
obtained from more than ¢

Bhéentity; make a'copy of thisform-and complete-a Certificate of Experience ,forggch )

Werify the information presented insection:C. Send, th;s fo mdlrectly to Credentlall\let atthe

addressiisted-above: By sigriingitheform; youare authorizing CredenitialiNet to.verify your hcense/certlﬁcate thh the
appropriate board of accountancy.

e . . ;
T S S
A. Applicant Information. - - -
First Name Middle Name ]
APPLICANTS: Last Name
COMPLETE THIS M ] Y . .
Address “City ) State  Zip Code lelephone Number

SECTION. Indicate

< i s ten e
whether you at&'a'Codé 2 4

Code 3, or.Code 3A
applicant.

B. Employer Information.
APPLICANTS: COMPLETE
THIS SECTION. List
employer information, your
position, dates of employ-
ment, and the name of yodr{"
supervisor at the time.
CredentialNet will send this
form to the named supervi-
sor, who will then complete
Section C, “"Supervisor
Certification.”

Soclal Securlty

[:[ Code 2 [[] Code3 [(Code 3A
Employer -
e ©oagey e ‘v‘v' !

Address
;;gity State Zip Code Telephone Number
Position

Period of Employment(check one)

[C] Full Time , From To__ o -

[C] Part Time From To

Name of Supervisor

Firm (if different from above)

Address

C'i'i:'cy T State o Zip'Code Telephone Number

| certify under penalty of perjury to the truth and accuracy of all statements, answers, and representations made in

» thIS Certificate of Experience, including all supplementary statements,

RRET R

Signature of Applicant Date



C. Verification by
Supervisor (continued).
Supervisors (or the person
who can verify information)
must have a current CPA
license or a license that
was current during the
stated time period.

SUPERVISOR VERIFICATION

| certify under penalty of perjury to the truth and accuracy of the information provided herein and that during

to . the applicant worked for me,

the period from

my firm, or the firm which is or was my empioyer. By signing this form, | authorize CredentialNet, a service
of the National Association of State Boards of Accountancy, to verify my certificate/license with the appropriate

board(s) of accountancy.

Name

Position or Title

Current Firm Name,

Current Address

City

State Zip,

Teiephone Number

CPA Certificate Number

Issuing Jurisdiction

Expires On

Signature of. Supervisor

Date

last revised: 09/22/00



CredentialNet Services for Interstate Practice - Attachient no. 3.

Documentation Provided to

Evaluation Type / Name . Requirements/Supporiing Documentation Participating Board/s Fee Boards
Code 2 - Credentials Verification for New 1. License History - Authorization for Interstate Exchange forms completed and stamped by each New York $100.00 CPA Portfofio
York (NASBA assists CPAs to apply fora  Board where applicant holds a licerise ' (a summary of all credentials)
reciprocal license with the New York State 2. Education - Officlaf transcripts from each schoo| attended by applicant and coples of all supporting
Board) 3. Work Experience - Certificate of Experience forms signed by verifying CPA documents
Code 3 - Individual Substantial 1. License History shows good moral character by lacking a history of dishonest or felonious acls -  Arkansas (required) $100.00 CPA Portfolio
Equivalency Evaluation, to be used in Authorization for Interstate Exchange lorms completed and stamped by each Board where applicant  Kansas (a summary of all ciedentials)
Iting for a reciprocal license or notification  holds a license New Mexico
2. Education 150 hours required If CPA exam passed after 1/1/01 - Official transcripts from each North Dakota
school attended by applicant New Mexico
3. One Year Work Experlence - Certificate of Expenence forms signed by verifying CPA Oklahoma
4. Uniform CPA Examination passed with conditioning beginning once two seclions are passed and Oregon
all four sections must be passed within 6 attempts; minimum falling grade of 50; alt unpassed sections
taken at one sitting - Interstate Exchange forms
Code 3A - Notification of tntent to 1. License History shows good moral character by lacking a history of dishonest or felonious acts -  Tennessee $100.00 CPA Portlolio
Practice fn Tenr and Tenr Authorization lor Interstate Exchange forms completed and stamped by each Board where applicant (a summary of all credentials)
Substantial Equivalency Evatuation holds a license and candidate s included In a
2. Education 150 hours required it CPA exam passed after 1/1/01 - Officlal transcripts from each monthly report to Tennessee -
school attended by applicant CNET processes the renewals of
3. One Year Work Experlence - Cerlificate of Experience forms signed by verifying CPA these notlfications which must be
4. Uniform CPA Examination passed with conditioning beginning once two sections are passed and completed every two years
all four sectlons must be passed within 6 attempts; minimum failing grade of 50; all unpassed sections
taken at one sitting - Interstate Exchange forms
5. Ethics Examination must be passed such as the exam given by the American Institute of Certiiied
Public Accountants (AICPA).
Tennessed | $35.00 Monthly Report is issued to TN

Code 4A - Notification of Intent to
Practice In Tennessee

1. License History - Authorization for Interstate Exchange formis completed and stamped by each
Board where applicant holds a license

Board with information on all
CPAs who have provided
Notiflcation of Intent to Practice
In TN - CNET processes the
renewals of these notifications
which must be completed every
two years

€ Juswuseny



Colorado Reciprocity - CPA Licensure
Application for Reclprocity

1. License History must include passing CPA exam grades and must lack evidence of any Colorado . $165.00  Application fite for each

disciplinary actions Issued by previous Boards - Authorization for interstate Exchange of Examination applicant including all supporting
and Licensure Information forms completed and stamped by each Board where applicant holds a original documentation.
license

2. Education - A Bachelor's Degree including 24 semester hours in Accounting, 3 semester hours in
Audit and 21 semester hours in General Business credils (not to exceed 6 semester hours in any one
subject) - Official transcripts from each school atténded by applicant or official foreign evaluation
report

3. Work Experience must include one year and 1800 hours of public accounting experience -
Certificate of Experience signed by supervising CPA whose license was active during the indicate
dperiod of work experience

4. Verification of Supervisor's License must be obtained from the appropriate Board - Employer's
License Verification form completed by the State Board including the Board's official stamp

5. AICPA Ethics Exam must be completed and passed with a minimum score of 90% - Certlificate of
Completion from the AICPA and official score sheet issued directly from the AICPA.

Other Evaluation Services offered by CredentialNet for Initial Licensing - Attachment no. 4

Evaluation Type / Name

Documentation Provided to
Requirements/Supporting Documentation Participating Board/s Fee Boards

Colorado Exam - CPA Licensure
Application for Applicants who passed
the Uniform CPA Exam in Colorado

Coiorado:Transfer.of.Grades.;,CPA
klcensure Application-for:-Applicants,,
Who Passed:the.Exam In:a;State. Other
Than Colorado

e Y I S

S,

1. Uniform CPA Examination passed in the state of Colorado - Score sheet provided by CPA Colorado $85.00 Ap > caﬂun ﬂle for each
Examination Services

2. Education - A Bachelor's Degree including 24 semester hours In Accounting, 3 semester hours in
Audit and 21 semester.hours in General Business credits (not to exceed 6 semester hours in any one
sublect).- Official transcripts from each school attended by applicant or official foreign evaluation

it Bo‘ard iichidiiig tfie_Board's official:stamp,
d passed wnh a minimum score of 90% - Cemllcale of

nation mustbe passed-—Alittiorization for. Interstate:Exchange.of Examination Colorado $165.00  Application file for each
formation Iorm compfeled and stamped by lhe Board where appllcanL passed the ap llcanl mcludlng all Uppomng

bk 2o, oo P N

clude one year: and 1 80

.5Supervlsor s Llcense:must:be; obtained from,the  appropyriate Board Employers
a!lon form compleled by the State Board |nch.|dlng the Board's official slamp “




Colorado Firm Registration - Initial 1. Firm history, ownership and organization must comply i..l. ..ith all the sections of Colorado Colorado
Reglstration of Professional Statute 12-2-117 - Registration Application

Corporations, Limited Liability 2. Organizing Documents must include the Board's four required Provisions of Statute 12-2-117 and
Companies and Partherships Composed must be filed with the Colorado Secretary of State - Statement of Registration including copies of the

of Certifled Public Accountants firm's organizing documents stamped by the Colordo Secretary of State

$150.00

i

Application file . !
applicant including &« supporting
original documentation



STATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

Stateof CALIFORNIA BOARD OF ACCOUNTANCY
\c;mm o 2000 EVERGREEN STREET, SUITE 250 Attachment 4
: SACRAMENTO, CA 95815-3832

TELEPHONE: (916) 263-3680
,\ﬂ‘airs FACSIMILE: {918) 263-3675
’ WEB ADDRESS: hfip:/iwww.dca.ca.govicba

UAA TASK FORCE
MINUTES OF THE MEETING

January 26, 2004
California Board of Accountancy Office
2000 Evergreen Street
Sacramento, CA 95815

CALL TO ORDER

Renata Sos, Chair, called the meeting of the UAA (Uniform Accountancy Act) Task
Force to Order at 10:35 a.m. and welcomed the participants.

Present:

Renata Sos, Chair
Gail Hillebrand
e Thomas lino
Harold Schultz
David Walton

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program

Carol Sigmann, Executive Officer

Other Participants

Mike Duffey, Ernst and Young LLP

Katherine Demos, Department of Consumer Affairs

Bill Gage, Senate Business and Professions Committee

Ann Nelson, California Society of Accounting and Tax Professionals
Wendy Perez, Board Member

Richard Robinson, Robinson & Associates

lan Thomas, Board President

Jeannie Tindel, California Society of Certified Public Accountants




_,\Tspemﬁc general management,ﬁai\l,u.‘ \,.;Th Bo‘ :
proposal were adopted. The task force also discussed the need for statutory provisions
that would give the Board jurisdiction over both the firm and the individual practicing
under the notification.

SO REAT )
Participants also discussed: {h@wjthe fees could: be\estabhshed Ms. Tindel and Mr.
Duffey volunteered to developed a proposal. Ms. Hillebrand noted that Board staff
would also need to be involved. Ms. Crocker indicated that the statute could establish a
ceiling, and the actual fee couId be establlshed by a: regulatlon based on data collected
by the Board. £ Cl e ~ -

After discussion, it was the cons;we;g§u§_:0f,ift;h§:I?%Kforce that it would be
desirable to further consider and develop the blanket notification proposal. Ms.
Sos and Ms. Hillebrand volunteered to be a sub-task force to work on this preject. Mr..
Granen would serve as legal counsel and Mr. Duffey and Ms. Tindel would also
participate. - RN :
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The Task Force then considered the draft |nd|wdua| notlfucatlon form that had been
revised by Ms. Sos (Attachment 2). Ms. Sos indicated that her intent was to make the,:-
form simple in order to encourage people to submit it. Other Task Force members™
concurred with Ms. Sos regarding the desirability of keeping the form simple...2 cupa
Participants suggested minor revisions to improve the readability of the formmcjudmg ;-

deleting items 3 and 14 in the section “Qualification Requirements.” it sEner

i MoTsl
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During the discussion, Ms. Granick reported on staff research regarding NAS S By
method of determining substantial equivalency for individuals (see Attachments 3 and
4). She noted that NASBA's appllcatlon review process appeare 0.be. g
She added that it does not require that the license:
time of licensure as long as the requirement is
evaluation. She noted that this approach would,make, i

1" licensees to be deemed substantially.equiva
NASBAs procedure has been in place since May 1999, NASB
applications for an individual substant|a| equivalency- evaluat'

Schultz to recons;der the Task Force’s decision. The motlon d dz not carry:

, oZe . Lt R [ . & PR

‘Wopld need to revise this policy if this **




\,étatewpf California
Departrient of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem VILLA-B. Board Agenda ltem VIII.F.8.
July 15, 2004 July 16, 2004

Renata M. Sos, Chair
Practice Privilege Task Force Members Date : July 6, 2004

Telephone : (916) 561-1740
Facsimile : (916) 263-3676
E-mail : pfranz@cba.ca.gov

Patti L. Franz
Licensing Manager ZLC(L
Notification Payment Issues Related to Practice Privilege

Attached for review is a high-level flow chart diagramming the process envisioned
by staff for the processing of notification forms for California practice privilege. This
flow chart assumes the following:

o The Notification and Agreement to Conditions for the Privilege to Practice Public
Accounting in California form will be available on the Board’s Web site. The
individual will have the option of completing the form on-line or downloading the
form from the Web site.

e |f the form is completed on-line, information indicating the individual is a practice
privilege holder will be available for.immediate viewing on the Board's Web site,
unless the individual answers affirmatively to any of the disqualifying questions.

e Forthose who decide to download and mail the form to the Board, staff will enter
the information upon receipt, unless the individual answers affirmatively to any
of the disqualifying questions. Once the information is input the information will
be immediately available for viewing on the Board’'s Web site.

e The individual has 30-days from the date of giving notice to submit payment.

While discussing the process, the following questions that have policy implications
were identified by staff:

1) If the individual does not pay the fee or the check is dishonored, should the
submission of subsequent notifications be limited or prohibited?

This issue was identified because of the possibility of situations such as the
following scenario:

e An out-of-state licensee submits a notification for practice privilege in California
on January 3, 2008. At the conclusion of the 30-day payment period, the
individual does not submit the required $100 payment. However, the licensee
submits a subsequent notification for another practice privilege on April 1, 20086.



Renata Sos, Chair

Practrce anrlege Task Force Members
July-6:2004 '
Page 2

By law, the requirements for holding a practrce privilege will not be met if the
individual falls to: submrt the payment. If the Task Force concludes a limitation on
future hotice stibmissions is appropriate, it needs to address whether this
disqualifies the individual from eligibility for future practice privileges. If so, the Task
Force will need to discuss the process for and length of disqualification.

If the Task Force decides there should be a limitation on subsequent notice
submissions, regulatory language would need to be drafted to address this policy
decision.

2) If an individual submits a Hiotice’and siibseqiiéfitly finds the California practice
privilege will not be needed, may the notification be withdrawn prior to the
exp/ratron of the 30- -day payment period? lf so WI// payment be warved /f not

N P,

' féceived oF if recelved refunded’r'“ Co A Ak

This issue was identified by staff because of the possibility of a sitation siuch asthe
following scenario:

on whe enters Callforrna but nevenpractrces
ithdrawal? ‘Shiould there be adimitationite the
u-ld"an explanatron for wrthdrawal be requrred’*’

KRS

Again, regulatory Ianguage would be necessary to address the polrcy decision of
thie Task Foree on-this'issties -~ o it e s ey,

| will be at the meetrng to answer any questrons the Task Force members may
havé.

[ . e ¢ <

Attachment




. Practice Privilege TF Agenda ltem VIL.A-B. Board Agenda liem VII.F.8.
oo - . July 15, 2004 .. July 16, 2004

Practice Privilege Notification Workflow

{
!

Special conditions
identified on the
notification?

No

Yes
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